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.

September 30,1993
BOARD

MEMORANDUM FOR UNDEMECRETARY OF DEFENSE (ACQUISITfON)

SUBJECI’: Report of the Defense ScicnCC Board OXB) Task Force on Defense Manufacturing
Entqrisc strategy

.

I am pleased to fommrd the fd rcpcm of the DSB Summer Study on Defense Manufacturing
Entcrpxise Strategy, which was co-chaired by Mr. Ed Biggcrs and Mr. Gordon Bngland. The
study concentrated on the identification of acquisition and manufacturing proccsse,s which, if
adopted, could icad both the DoD and industry to a SEW cntcrpisc  approach.

In developing its conclusions and recommendations, the Task Force reviewed numerous past
studies which produced well-documented recommendations, few of which were ever implemented.
‘Ihe Task Force strongly believes that only a rewlucionmy entqrise process approach, where the
focus is shifted to improving the efficiency and efkctivcness of the total acquisition system, can
provide the DoD leadership with the leverage to exact change. In essence. the report provides
guidance on how to insert a continuous improvuncnL process-oriented culture into the Pentagon
and its industrial suppliers

The report defines the Lean Manufacturing Process and the characteristics of that process, by
which the management of a large number of organizations has successfully transitioncd to
continuous improvemcn~ It also identifks how the DoD is, by its nature, structurally different
from most of these organizations, but notes thaL in spite of these differences, it can apply
enterprise process managemcn~ and in many ~ is already doing so.

The t’CpOrt  docurncnts the real crisis ptescnt in DoD acquisition. resulting from a severely reduced
procurement budget and the existence of high f- overhead, administrative. and support costs.
This crisis, and the attendant potential for degraded readiness, can be ovcmome if DoD adopts the
entcqxisc process approach. A strawman vision is provided for the DoD i=LCksh@;  however, the
Task Force CSUtiOtlS  that the kadmhq“ needs to tiop its own vision to guide the development
of a focused strategy.

“Howto”  recommendations include, asaa thcasc ofa DoDAcquisition  Policy and Ittdutmkl
Base Team to be the change agent for incorporating lean manufacturingg and enterprise principles
within the department itself and as an interface with the Industrial Base. The report also provides
suggestions for near-tam implementation of process change in several on-going programs. Of
note, the Task Force strongly believes ~.a~ along with the benefits of process change, the
important issue of public trust and accountability can be maintained..

The adoption of a revolutionary philosophy for DoD to focus on process improvement through
enterprise management is the pillar of this rcporL I concur with the findings of the Task Force,
andmcotnmcnd that YOU  forward tk report to the -Ury Of Defense.

P&A/f?&%4L4’
Paul G. Kaminski “
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DEFENSE SCIENCE
BDARD

OFFICE OF THE SECRnARy OF DEFENsE
W A SHINGTON, D.C. 20301 -3I4o

scptcmbcr  29, 1993

MEMOMNIXJM FOR CHMRMAN, DEFENSE SCIENCE BOARD

SUBJECT: Report ofthc Dcfcnsc Scicncc Board (DSB) Task Force On DCfCUSc  Manttf_g

-s-w “ ..

Attached is the final report of the DSB Summer Study on Defense ~~actcuxin~~~a
Strategy. The Turns of Rcfcmncc aslmd us m identify those lean acquxam
processes which both DoD and industry should adopt to become world class. ‘IZac
Chose what can k regarded as a revolutionary approach to this challenge. i-c., only the option of
the cntcrprisc process concept-where the focus is on impmving the dkicncy and cfkctivcncss
of the total acquisition Sysum and its components--can p@k the lcvcragc to enact the changes
rquired to -mamtsin national defense Capabilitks and mUhncs& Ourirnpctus  for this was a review
of previous studies, stretching back for d~of which had valid recommendations for
improving Scquisition+xtt  few of which Wae m itnplcmcttti

W Task Forcc “mvtcwed  lean manufactuting practk and cntc@sc pccsscs that have prop
angularly succcSSful in many OrgStd2ations in both gowmmcnt and industry. It is these practms
and p~focus thatkad to continuous impro~ and whic& in the view of the Task ~
should bc promoti throughout the DoD acquisition comm*. The rccornmcndcd approach
includes:

“FOcusing  on proCcss itnpm~. . .
● Ehmmaung  non-vab-added activitk .
● Developing long-term andrwl
“  Btnpowc&g  -

~1=

●  hgmting productande~
proven benefits in industry have &en lower costs, higher quality, compressed cycle time,
production flexibility, and better performance. Although we recognize that b DoD is different
from industxy,  these differences are manageable TIE d for prOccas improvcmcn t is urgent
bccausc the DoD acquisition community is facing a real ~ resulting fkom a severely rcduccd

?%”
rcmcm budget and the existence of high M -admhism“vc, and support co=

“ cxisis, which can OIdy result in rcduccd~ can be tctnpcrcd if DoD adopts the
Cntcrprisc prDccss appmack

Our recommendations conccntmtc on the fonnation of an Acc@ition policy and Industrial Base
Teams as the change agent to:

●  Statcandmmmkate the vision of the “
● iidoptpmcess~cim  vithin DoD amd bag ~~
● F@ltate  the pmcc3s of Changa
“ Hamnonize thcchangcthrtiugh  the involvunattofotbcr~ e& the Cotlgrcs

,
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FOREWORD

‘he 1993 Defm Scicncc Board (DSB) Summer Study on Defense Manufkttig
Strategy was initiated at the request of Undcrsccmuy of Defense for Acquisition
(USD(A)) to build on the 1992 DSB smdy. figheehg in the Manufacturing  Process.
That repo~ focused on Science and Technology (SM) programs. It recommended\-. mkagement approkhes that included integrated product and process development (IPPD)
and making best use of commercial products, practices, ad capabilities.  The study, by

s directiou did not address major issues asmcktd with the acquisition process
. This yCSdS study W= ChtUtCd to create a defense manufacturing strategy that

would encompass both a lean acquisition process and a lean manufacturing process.
Concurrcnt with the early activities of this effm  a sepamtc DSB task fomc was initiated on

42 Defense Acquisition R@nn. To ensure communication across the two efforts and to take
advantage of that separate  shoxt-term effort (completed k hdy 1993),*- ltEdXrS ,

common to both task f-

This Task Force included many representatives from major f- that have

J. implemented the ‘ban Manuhctunn“ g ProcCss” and have Cxpc&nd benefk beyond their
expectations. It also included DoD members who have had the same experience in their
organkttions. The concept is simple, straightforwar& and implementable, although some
recognition must be made of the unique barks rcfktcd  in govemmcnt legislative civil
service constraints. The present crisis associated with the procurement budget squeeze
calls for drastic action and a shift in direction. We believe that the process improvement
approach of lean msnufacturing can Wolk across the DoD manufacturingg enterprise, but it
will be successful only if the new leadership in DoD provi”~ the vision and example to
lead in this new dimctim
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EXECUTIVE SUMMARY

INTRODUCTION .. .
k the p= decade, dozens Of Studies, ~pO&, directives, and COXUniSSiOM h,avc

mcommcn&d spcific changes in the approach the Department of ~(DOD) uses to
acquire products (@marily major weapon systems).  ‘I%is Dcfknsc Science Board (DSB)
Summer Study Task Fomc reviewed these prior studies and concluded t@ by and fargc,
the recommendations am still valid and more important than ever. Unfortuna@ y, few of
these recommendations have b implemcmd Rather than adding to the list of “what to
do” recommendations, this Task Force concentrated on recommending “how-to-
implemcnt” change. This is a departure ~ the typical technical mcommcndati~  but
the Task Force bcliews this “how to” focus is urgently needed at this juncture

‘l%e Task Force strongly recommends that the DoD adopt the lessons learned from
lean manufacturing as the basic management philosophy for the Defense Manufacturing
Ent@sc (imcluding both the public and private elements). Major industrial firms have
taken this radical change in direction to bccomc lean when fkccd with a crisis of survivaL
DoD can and ShOuki implement a similar ‘@occss improvementt“ lean manufacnlring
management phWophy. Tlliswfn-

●  Arccognition tithe mtmprise fhcesarcdcrkis

● The personal leadership of the Deputy Secretary of Defense and his top
~t-

● A training and education process to develop an understanding of the
fimdamental principles of lean manufhctdng

● A long-tcnn commitsnent  and guidance from the Office of the Secretary of
Mm (oSD) hdership -m inslitutionaib  * process

It is clear that DoD and industry are quite diffmnt in a number of important areas
such as personnel policies, customer identity, funding ~ and ~; ~,
this Task Forcc belicvcsthatthesc  ●ddkemcs should not prevent this new pmceas-fz
management philosophy from reaping Signifkant bencfk

Es-1



CRISIS FACING DOD

DOD’S ~= buoe~ ~ ~ in constsnt  FY94 dollam  by 6S% since

198S. F~ costs and ovahcad have not dmppcd as rapidly. Mdcdzation is caught in
such a tight~ 4- (13gure ES-1) thaG Cvm with a ~ fq hsiaess M
USUSI would flow DoD to replace aircra& ~ sbi~ and other major systems 8tamtc
of less than 2% per Yc8r (ii, rcpl=== Oacc-every so yc8fs). since pmcmcmcm

budgets wc not -y to&the TaskFomc “~timt ● major changc in dimcthm

is needed. Othb it is mtlikcly tht DoD m b m tO P* and maintain a
moe capabl& d Wclkqmp“ @ fo- Tough decisions must be faced to cut the
.
mfmmctm8ndadmiB&m● VC COsm New behavior pattcms md new pmccsws UC

crucial to allow 8 greater portion of the awilablc funds to pwidc the needed modem
--~~=’di==

!

150

100

w w 7 5
Dol18rs

o
FY8S FY86 FY87 FYw FYae FY90 FYfl IW92 FY99 FY94

FigU?@ 59-1: Dofonso ProeuIwIwnt Funding 19S61994

nmmMdng mxcsses  ajbcus  anpmcess @m=J--==P=$* ~
entire Ultaprisc  (from cxamthesttktotb  hctoryfloor)and  thccatim  pmductlifeqck

(from Customrqukmmts  ddmmmoQ. . -~~~w=-
---). ban maaamhg isaotm,  itlmsfimtimduccd in J8paa sad
has been 8ppIicd ~yrn Amaia Tbcprocus  “ImpmmWm focus d teaming

suuctm  ofa kaaauapnsc“ h8s b provea to WOxk SubStdd  XdudOnS m design
man-hours and span ~ assembly W job ckificm“oB& dcfcct& inventory, md
numk Ofsttpplk hwc beul achicvd
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Lean principles arc applicable to the entire organidoIL  In f- unless the mire
organhion is involved-from the board mom to the shop floor and fkom the opcxating
commands to the Scmtaxy  of DcfcnsC=thCsc prinaplcs will be ineffective in improving
the Organhtion’s performance. To cmp~ this poin~ the study team coined the term
“Dc&lsc Msnufacturing Entqrisc”  to rcfk?ct tk fact t@ for DoD, “board room to ShOp

fkm”  includes d activities (public and private) rcquimd for f- mo~o~ _
-CSS, and SU~ - .

..

The  lean manufacturing enterprise employs a dynamic management system
Charactuizcd by a focus on continuous process improvement (see FIgnrc ES-2). The
Icadcrship team establishes a vision and the process team sets stretch go~ measures
pm~, and bchmmks  its pmcessm and petionnance  towards tirlddass status.

Exseutlw
SUtto

1

Romglnocmd
Flow

I Eflmln9tlon of
Non V81W Addgd

T8SIKJ

/
Shop
Floor

\

Ordomd sot
of Tadu

\

Eduodon of

DoD
Lc8domhlp

t

P!2!2#%!8
Ddlnd

Ommoto
Oonunuolm

hprowmont 1

Opmtmtal

Figura ES-2: Loan Manufacturing Proooas Improvomsnt Flow
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The organizations that have adopted lean manufacturing did not achieve success

ovcrnighq  it took strong ~PQ a c~lY ~ti =~gic pb and constant focus
on value-added proussscs to move thcm to improved pcrfmmancc.

The act of becoming “process focused” means that an organizatio~ such as the
DoD, needs to concentrate its energies toward impnwing its processes as a means of
improving its products rather than concentrating on-the product itself. ‘Iltc critical clement
in this environment is the und=ding that+_ flow from the Visiow slratcgy,
and implementation processes established by the senior cxocutivc and Ms/hcr~P

DEFENSE MANUFA CTURING  ENTERPRISE STRATEGY

The Task Force =OIIIIIldS that the lcadmhip of the Dcpartrnent adopt a bolt
entqrising  approach to improve pmccsscs from top to bottom In ourjudgm~ nothing
less than this will suffice. Using the well-tried concepts and methods of lean
manuktlxing,  the kdcrship should:

“ Begin immcdiatdy to achieve a rational mmamhing and right-sizing of the
defense establishment (public and pri~) such that the needs of national
security continue to bc XncL even as the dcknsc budget shrilh

● Create a shared vision of the lean Dcfcnsc Madmming Enter@se and
Comm “umcats it to all Icvcls of the DoD (see F- ES-3 for a strawnan vision
Statcmcnt).

“ Create an Agent of Changcto “unpkmcmti vision

“ Drivetk ncccssq changes by setting priorities fw a series of actions guided
by an Ovaarching  ph The plan should provide for recking the DoD
OvCrhCad burden, mtiO~y downsizing the industrial base, and afkcting
ongoing programs

● htvohc Oh stabhokkrs  such as the Congress, ~ of Management and
Budget (OMB), rndusny, and them in ph&ting and impfi~

ChanQe tfm 8PM of defense  ● qubftbn from one of mktrust  & &
● wrsion to -rice in tfm total ent8tpii8e  8nd tum hn 8n innwd-
hokfng qfstem to one that f@y utffims tfm total strength of hobby,
Where processes am Gonthlmus$?  ~to mm #St UId ffqomve
pedonnanca  80 that US. Ammd Fbm8 w b8ined,  equ@p@, &
maw to defaet  aisthg orpotential  ti

.

ES-3: Strawman Vision Statement



TEE AGENT OF CHANGE

A by ekrnent for aucccss will be the creation of an agent to im@cmcnt process-
focuscd changes throughout the DoD. The Task Fomc mcommcnds that the Deputy
Scc!cuuy of M- (DcpsccDcf) in pamcmiu

-don @sD(A))~

“p Witb the Undmccmry of Ddknsc for
a body to be known as the Ac@sition Policy aud Industrial

Base ~ Team (NIB)  (ace Figure ~). N team ShOldd be charted astbc top-
lcvcl group to lead the Cntmprise to dovclop  kan+and to pI’OdUCC consiment
~lliSitiOn andindussial  -pti forthdrimpkincntation.  ~ team sbonld be taakcd
tocnsu!etbac

“  Tkviaion ofthchMmMan- -isimplcmcmL

●  APPm@=Pkiesarc-Pcd andpromulgatcd

● The Industrial Base (public and pIiVatC) remains capable of scIVing the broad
national security needs of the country.

● ~grcss towards these goak is facilitated by education and training and

I ● m8MM
● vdt#mvkJm
● wan,
●  ~ =1

Flgura ES=4: TIM Agent of Chango
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It is rccornmcndcd that the UsD(A) be team leader, supported by representatives

tim all smas of DOD. However, wc can not over-cmphasize the importance of the role of
the DcpSccDcf as the chief proponent of change if the NIB is to bc successful. The
rCp_ntiltiVCS should illChldc the ~ci~ Deputy Umbccmmy of Defense for
Acquisition (PDUSD(A)) and the Service Acquisition Executives (SAES).  Thc SAES
should have line authority for the totality of_ ac@itkm (including operation and

fi~ (a f@~ --- * ~+ --). ~c - sec re t a r i a t
should include Deputy Undcrsccmtary of Dcfizisc for Acquisition Reform (DUSD(AR))
and the AAstant Secretary of Defense for Econorrdc -w (ASD(ES)).  Other areas of
k DcpSrtmcnt maybe called upon forsuppottas Icc@ed. In -m it will probably be
ncccswy to involve other stakehol~ such as the Congress and indusuy, in the p-g
stages of this effort aud on an ongoing basis as tk team pursues change.

THE AGENDA FOR CHANGE

Ibcprotxs%action  wns limchcdbytimcanstatt~“  ytoaddrcssthc
plethora of “what to do” ~dations amassed by priortdc forces and commissions.
The following recommendations form a start-up agenda that is W on Task Force
deliberations and on the xcvicw Ofsomc 28 prior atudics

Although the T* Force maks that~ unique to the DoD may impact*
W development ofa loan MI Msnukmring~ tk Task Force none the less

.bchcvcs that thcfonowing .
~-~~~ ~~~msponsiiility of

* procCSs action teams to identify Constmmts● and to pursue the impiuncntation of each
recommendation within those mmmims. b_ the ~ should WOk with OMB
and Congress to relax these ~

I GovernmentAndustry  Infmstmdnm

q ~% ( 1. ImO&ICC  the concept  and pmcticc  ofktivity Basal Costing to identify non-vduc-
Sddcd activities that am impediments to h impkMlmtkm of @n .

~l?”
2. RcdEctcchnical  data “leqmmwm bymskingusc  Ofpafibnnancc -6- rather

than “build toptiu” kmit IM@kUCm to xetain tigumtion control while the
vcrnmauluainsoOnlrol  of fm&~and “P =J’d=-M

3 .  Mnimize use of military Spccifii by, for CXampl& adopting instead the
Inmmatiod Oq@zation fm Stsnddizatb (ISo) quality system standards, the Iso
9000 series.

.
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4.

5.

6.

7.

8.

9.

Privati2E defense contract auditing by permitting audit to be done through commercial
accounting f-. 7Ms need not sacrifice any visibility or accountability and would
allow costs to be contrdlcd by competition fmthc ~

Eliminate the tracking of govcrrun cnt-futnished quipment (GFE) having a real
residual fair market value (FMV) loss than S1O,OOO. Pctmit contractors to buy assets
at FMV andlor rent it at a ~ mmmcrcdl“ ydemmincd fair mntsl value,

Request the Base Rca@uncnJ and ~0~ @RA~ Commissi onto focus specifically
on rational downsizin g of the public sector of.thk Defense Manufacturing Enterpxisc
(depots, arsenals, laboratories, Fcdcmlly Funded Research and Dcvclopmcnt  Centers
(FFRDCS), etc.). The oVcmlI guidanccto  thccoremission should bean affor&bility
target forthc total size of the public scctorcomponcnt and an objective to utilb the
private E whcmvcr @blc.

Establish metrics and stretch goals to stimulate and measure progress toward the
vision. At the top level, these might include ratio of DoD/industry personnel in the
Defense Manufacming Enterprise, percentage of defense products manufactured on
commcmM (dual USC) ~ and number of renegotiated contracts and &llars SSVUL

Maintain the trust of the public by relying on com@ivc  pricing where possible;
Utiiizing past~I=f~as a basis for future awads; and ensuring quality
of the enterprise by having accounting b conduct audits. Form a team of
stakcholdcrs  from DoD, Con- OMB, and hdustry to oversee the lean Defense
Manufacturingg Emcr@sc as it evolws.

Form an Incgratcd  Process Action Tcarn to examine the needs for civilian workforcc
reduction within the constraints of the Civil Service personnel system, identify the
desired p~ and recommend an approach for resolving the issue that is consistent
with the overall vision of the lean Defense Manukturing  Enrcr@se

Technical Process

10.

11.

12.

Mopt “tumkcy” M cycle support where a sin~ U contractor develops, produces, and #2D##~
supports a product or _ from its”mccptkm until rwimmcnt @[d(+-=

~@2z +
Mopt integrated product and process development (IPFD) as a management process to
facilitate cntcrprisc-wi& coordination of all aspects of DoD activity, including the
change to a lean IX-Manufacturing Ente@c.

hwcst in tdUIOIOgy  ftx flexible dud-use manufkuting to enable defense products to
be made on commercial product lines (and vice versa) with no difference in unit COSL

The  current science and Technology (S&T) Stmtcgy for Thrust 7 (Technology for
Affoniability) W* should be Mmcsscd tosctvcthiscnd.

Es-7
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Incentive

13.

14.

Introduce a acrics of awards
contributions towards achieving

for individuals and organizations to recognize
the lean Dcf6nsc Manufacturing Emcl@sc. These

awards should be well pub-~- M@y !qpkXL and fairly applied.

Devise incentives for conuactors to participate enthusiastically in the acarch for
cmckncics and savings m ongoing programs and in new pmcummnta.

..
other

..-.

01

16.

Apply * concepts ofthc lean Dcfasc~g -to a pilot program  h
the area  of mdincss and aparcs. Uaing as =y of the detailed recommendations as
possible, task the Joint Logistics Coxunandcra  (JI-C) to implement a program to
enhance the efficiency of k ovcmll aparcs pmwmmcm and deployment activity. ‘his
pro= d- not m tk P- of the - pro-: however, it does provide a
means to quickly implement this approach within the CrItcrplk

Education and training in lean mauufactdng  will be ~fm the entire defense
establishmuu (public andprivatt).

We believe the adoption of an cntcrpisc  proccas approach to dcfcnsc acquisition is
absolutely ncccswy; wc note tk many chaa~ _ will be mqnired and alao that public
uust and accountability -be maintained whik undergoing thcac chan~



b

1. INTRODUCTION

.

..

vi-

As defense budgets continue to shrink following the end of the Cold War, ~ b
krcasing about how to maintain IMtiOIld security in the fiscally Constmind environment
of the future. U&ss great care is taken, the shrinkage of the massive defense
establishment built up over five decades will kaw b UIIM Su@s with seriously
impaired means of acquiring and modernizing weapon system.

To address this problem, the Undcrsocrctsry of Defense for Acquisition (USD(A))
sponsored two Defense sCienCe Board (DSB)Task Forccs in 1993. The M of thcso was
ChWtCd to recommend radical reforms to the defense acquisition ~ The second,
this Task Force, was tasked to dctcrmmc“ how a defense manufacturing strategy could help
solve the problem. The Terms of Reference (T’ask Forcc charc@  and the Task Force
membwship are documcn ted in Appendices A and B.

In many respects, the obstacles impeding the path to a smaller but viable defense
establishment arc self-cvidcm the large superstructure of legislative, audk and rcgdatory
policies designed for a large defense industrial base; the high burden of regulations,
S@fkWiOIIS,  and accounting p~tiCCS S@fidiy tsilorcd for defense acquisition; the
correspondingly large numbers of personnel (both govcrnmcm and industry) required to
make the system worlG and the added burden of being largely unable to usc mom dficicnt
procedures COmXlOIdy found in COIllXl~ rndusrsy.

In the judgment of howlcdgcablc  obscrvus, these obstacks  could soon absorb most
of the available defense acquisition funding, leaving minimal funds formodunization,  and
readiness would mpi~y erode

Thcproblcrn has bccnrecogniz+fory wrs. Various task forccs have addressed it and
offered solutions-reduce the. government infrastructure, reduce technical data.
requirements, implement concurrent engineering, streamline the system, and adopt
commercial practices. These Valuable ~dics  and tM WclIdocumcntcd  recommendations
arc summarized in Appcndiccs C - D. my limiti succcss has been achieved in
implementing any of these SOIUtiOIM.  h tie mean time. the swcrity of the problem has
rcachcd the point whcm actioII is =@md ~d Soon b the wsitivc side, the receptivity of
the Dcpantncnt  of Defense (DoD) and Congress to make changes has -~, IU

1 .
,
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wimcsscd by the recent statements and actions of the DoD leadership. ‘Rmrc is hope for ‘ ‘

red change. r

This Task Force has elected not to add to the well documented “what to do”
rccomrnendatiorm  Instead, the recommendations of this report arc designed to produce
real change, by focusing on “how to implement” change. If adopted, these

recommendations will provide the dcfcnsc cstablis@mnt with a guide to its future so *
in a fkw P the residual dcf= capabilities @Ii oontinuc  to meet the needs of nmional
security. This is Otlrinm

The members of this Task Force have had significant cxpcrknce with the problems
DoD faces and XUUIy have direct experience in the rccommcndcd  approach. ‘he Task
hwasatmcmmd to include govunlncnt advisom who cover the spccmnn of defense
acquisition and who can help implement the ●pproach. All arc enthusiastic about the
qpmmitk and concend about the omqwmcs of fhihg to make a signiknt change
indkctlon“  ofthcDcfcnscMan~g~

.

.

2



2. THE CRISIS FACING DOD

The DoD is facing an imm~ aids with ai@icant long-range implicatio~
crnization of tie armed forces is being jeopardized by reduced budgets and bigbmod

overhead coats.

BUDGET PRESSURE

As tbc DoD budget continues to dcclin~ the procurcm cnt budget has aufkmd the
most drastic reduction (Figure 1). other major elements (military pusonncl, operations and
maintenance (O&M), and ~L dcvcIopmcn& -g. and evaluation (RDT&E))  have
been reduced aigtilcantly leas. h a rcaul~ the annual modcdzation  rate of_
hardware has been reduced to 1% to 2% (F@re 2). Thia draatic reduction will clearly
impact future readincaa and military capability. It would ~ SO ycara to replace tbc
inventory at 2% witb the average age of equipment being 25 ycara. The W-years
mplaccmcnt  time ia aignifkantly  longer tban tie au+cc life of altnoat all military
quipmen~ Due to the overall downward prcamcs on the DoD budgcta, no relief ia

- exp=tedwithoutdnmic chanfi

120 ,

Figura  1: DoD Budget hIMortty Aooount  R8dUOtiOllS - H 8544
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DoD cannot continue to spend such a large portion of the procurement budget on
overhead functions. LOW value-added rules and regulations imposed on the acquisition
system have incmascd U OVerhcad burden for both indusay and the govcmrncrm Unless
these overhead costs are cut rapidly and dmmatically,  fic tit costs of quipmcnt will
continue to increase, resulting in even fewer weapons being pumhasuL

BEHAVIORS THAT DRIVE OVERHEAD -..

The way that DoD deals with industry in its”customer and supplier relationship is
quite different from the norm in the commercial tnarbtplace.  DOD’s monopsony allows it
to exercise very tight control over industry. As a customer, DoD:

●

●

●

●

●

●

●

●

●

●

Identifies tb need for the producL

Competes with supp~

Dcfiics the market (how many units).

Issues the Specihtion.

Invites bids in conformance to Request for Proposals.

Evaluates and ncgo~ the proposak

Establishes extensive criteria to be followed in producing the prOdUCL

Involves a cadre of people in the”internal management of the program.

Directs the timing and funding.

Reviews evuy aspect of program progru+dnical performance, quality
conditions, schedule accomplishments, change administration, budgets and
accounting, cost accurnadatim etc.

Much of the DoD oversight iscbiy driven by ~blic trust” considerations that am
not a factor in private smor customer behavior, even though them are some cotmtmparts of
“public trust”in thcpxivatc  sector. However, this control ok results in DOD paying more
for a product than its inhermt value. The fundamental behaviors in the DoD’s customer and
supplier relationship with industry need to be adjusted if reforms to the acquisition system
are to take place. The question is how to change behaviors throughout the entire Defense
Manufacturing Enmprisc. ‘nlc answer that has proven succesful in many world- class

wanimations is known as lean Inanufamring

5
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3. A LEAN DEFENSE MANUFACTURING ENTERPRISE

There is ample evidence that lam man~facturing,  as a act of successful
manufacturing principles, can bc”cxtrernely  CffCCtiYcl Many films have bcncfitcd film
SdOpting these pIiUCipk5, pilllitily h thCCO~=id X=k@$cc.  Itiscsscntial that
DoD commit to lean manufacturing as a way of life for itself and ~ patmcrs in clcfcnsc.

DEFENSE MANUFA CTURING ENTERPRISE STIL4TEGY DEFINED

In this study, the Dcf~ Manufactunn“ g Entcqnisc strategy is defined to include
all activities rcquimd for fomc modembtion,  matcrid ~and suppom This spans
both DoD and the industrial base. It does not include&c Congress and other parts ofthc
Exccutivc Branch although the rcpott does recognize and include thOSC interfaces in some
of the rccornmcndations. The tum “madacturing” applies to the total cnmrprhc-from
the factory floor to the bmdroom and from the military opcmting units to the secretary of
Defense.

The Defense Manufacturing Entcxprisc Strategy includes all clcmcnts of DoD,
except wtilghting,  as well as its industrial base (private and public). It includes
organizations responsible for rquircmcnts dcfinitio~ ~ dovclopmcn~ design,
manufacturing, logistics sum and the ncccsmy associated activities such as rcsourcc
allocation, ovcrdl process managcmen~ cducati~ and training

The major external interfaces for this cntwprisc  am with tbc user-the operating
fmccs-and with the customers in the l@slativc and executive branches of govcrnmcnL
Major internal interfaces exist bcmmctt govcmmuu Orgmktions  and the MIS&ial base.
Each Oftitcsc  intcrflaccs involves an Cxtcnm“w set of gui- rcgulatio~ tradition&  and
cultures. In addition, many government activities have similar counterparts in the
contractor community. All ofthcsc mlationsbips involve asct of ~some of which
have not ken cxpkitiy documented and most of which arc not subjcctcd to continual
improvemcn~ A process improvement focus can provide signifkant bencfhs in

F’fomancc, quality, com and schedule associated witb the delivery of produots to tbc

user and at the same time vastly improve the relationship between the customer and the
supplier.



LEAN MANUFACTURING DEFINED

Lean manufacturing stresses a jbcus on process improvement in an integrated
mauncr. The process mcompasscs the en-n ente@se-from the factmy  floor to the

bodroomad tk -ep- &ii ~Ck —* custom rcquircmcnts ~011
through mscarch and development to product support and phascmm

Lean manufacturing cmploys well-knowrt principles such as bcnchrnarking,
continuous impro~ Cmpl~ iltVOIVCmCllL C&t CIlghecring, cusmmcr f-,
and many others. What is slowly being recognized by many orgmbtions  aS dff~t is

lean manufacturing’s rigid adherence to total and coordinated application of these
principlc& .

Although kan manufacnuing is idcnt@d with hpar4 the appkatb  of h ekments
by several American manukurcrs- it clear that it is not~ ~ thCJqMU=SC
cultural Cnvironmcnt  for SUcccss. kn manuf-g provides a proven method used by
my balch!nark COmp- throughout the WOdd to SCdUCC m improve pCIfOrmanC&
and ensure quality.

7hc case forchangc is Al kmcmcd. Numerous books and articles have been
pub Iishcd on how marks have been lost and profits have dcclbed Ovcrthclastacvcnll
dccadcs. The~ has changed hm an OXklb ofjust  obtaining products to one
of obtaining value-added products with M&t-kc opcrahm competitive forces have
required organizations to make drastic changes in * way their ksincss cmapmcs am.

(Mined and howthcy conduct ~ ThCrCaICnUmCmUS  SUCCCSS atotics Ofcompanics
who dccidcd to attack the pUlldigIOS of their buskss Sothat this dramadc change could be
achieved

World-class benchmark companies exhibit asct of~ that dcscribc what
maldkdnglooksm  ThcsccbMcMcs- m-4) arc a combination

of attributes and methods. ~ greatest leverage can be obtained by applying -
focusing with metrics and stretch goals. To meet cosL time and quality g- the
manufacturing enterprise ahould demonstrate controlled, tmdcratood, and proven

my emphasis is placed on climidng noal—~ ti~ f-gonand
controlling ~developing long-term ~s~ =-g ~. ~d
integrating pRXhlct  and process dcvdopmat~ World-class companies did not achicvc
success overnight-it took strong kdcrahip and a robust strategic plan to move thcm to



improved pCtiOnnance.  These characteristics are evident at aII levels of the enterprise.
They Wolk in concert to achieve world-class pufortnance

● Proosss Focusod with Motrlos ● nd Strstch Goals

● Visions ● nd Stmtogic Plan
.

. Porformanco-B8sod  Education. ---

● Empoworod Tsams with Dscision Authority

● Non-Valus-Added Aotlvitbs Elimln8tod

● Supplier/Cu$tomor Partnorshlps

● Procoss Control vs. Inspsotlon

● Concurrent Er@nosring (IPPD) at All Lovsls

Figurs 4: Ksy CharsctsristIos of loan Entorprisss

To accomplish an affordable aolutiotu an crttsrprisc  ncods to tkvolop its designs in
such away that the key ~of* system can be produced with manufacturing
pccsscs that arc un~Controuabk and have tkmonstmtcd capabilities. This is a
key concept of intcgmted prodttct and process Ckvclopmcnt @PD).

EX=kXttCntct@scS kcq thcircycaon tbcgwd Of CUStO~SStiSfSCtiOm Everything
that the enterprise does leads to customer “aatsfmiom If customers do not value the
_ e * go elsewhere or not buy * product atal

BRIGHT SPOT’S

There are many cases of ongoing initiatives to implement some aspects of kan
manufacturingg -P= wi~ ~d~ -d DoD. s-c cxatnPlcs of these DoD

f “Bright Spots” which focus on process impmvcmcm am:
●

●

●

●

Ikfcnsc Acquisition Pilot Program, ~y mandated

DSB Task Force on Acqttiaitiort Rcf~ USD(A)

Tlmtst.7, Technology for Affordability, Oilicc of the Sccmary of Defense
(osDyDqmty  “~fm~ =d ~zg (DD=)

● section 8(X) ~ Congm#lo3)



s Business Process Reengineering,  Assistant Secretary of Defense
(ASD)/Command, Control, Communications, andhclligence (C%

● ban Arcmfthitiative, Air Forcc
● Manufactming Development Initiati= (MDI), Air Force
● Best Manufacturing hcticcs,  Navy

● Technology Ccntcm ofExdencG.Navy

“ Intcgratcd DcvelopmcntTcam qtia=mkly

“ corporatCcOnuaain g, Dcf’ Logistics AgenCy

Appendix E provides a more detailed description of * “Bright SpOtS.” Additionally,
many indusuial  companies have embraced &an manukturing and arc now competitive in
world markets,

BARRIERS TO PROCESS IMPROVEMENT

Given the documented &ts, why would any mganhtitm resist irnpluncntm“ ga
lean approach? The answcris that change is painfbl Grgm&mions -t to the change

P~usc many excuses. One common excuse is “We’re already doing this” This type
of comment often is made by an organization that has not come to grips with its real
competitive positiom Many large corporations have received cmsidemblc publicity
recently for not addressing their dctiorating competitiveness. In some Cascsg boards of

.dKmors have forad change

A second common excuse is “we’re diffcrut” Tltc U.S. automobile industry
continued to usc this argument long after loss of market to lean producers was apparctw
This Task Force firmly bdicvcs that ~ en=@ses can adopt kan rnan~.

A long-standing excuse is to refer to outside influences as a major barrier. This

leads to the thinking tbat the entire scope ofthc change process is %utside of my controL”
For CXUDp~ the OUtS&  MkDCC  of tb _ ~ its ~bk llisintcrprctation can be

used as an excuse to avoid risk 7kc can also be the fear that “aomebody in Congress
Wiu inwtigatc if we try.”

leadership is too busy? This always has been and always win be an * since
hdcrship  time invaluable. Tlicqucstionis “WhcrcshouMvaluahk timcbcspcnt?”  In our

view, the answer goes back to the most valuable part of the CD “mqme=nmely its

P===” ~“ at the hi@est kvds should be iDVOhCd with the pmxsscs.
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Within the defense enterprise, regulations and human msourcc management
problems arc often CM ss reasons change oannot be implemented. These am merely
variations of tbc “outside of my contrda excuse that is applied where implcrncntation of
change requires approval or kgisladom DoD is different to a degree, but for important
~thediffcrcncc ismanagdk

Thcmqjordiffcrcnccs between DoD and cmpmdms are identified m 13gurc 5. In
DoD, the fimction of the Chief Ex~tivc  _ ($E~) is split between the Secretary of
Defense, white House, and Congress. DoD has a more disruptive annual budgeting
SyS~ than industty.  DoD’s CEO strucmm p~ high -phasis on social objectives
(-or lllillOX’ity business, ~~phY, ~.)t ~ p~~ - for fi!tl~ and on media
“Ovcmight” or exploitation It also deals with intcnka“ “on by in “ “tbmdual congressmen on
‘minor” managerial issues. In DoD, there is little reward fm risk taking; instcML tbc

-on is tbatrisk should beatiti ~ “~ hOwcvu, need not he road-
blocks to lean ~●

I ● DoD Is DlfforonL But Dlfforancas ArQ Managoabla
- CM SOwloo poroonlwl 0
- No CE041b  industry
- Rotstlon/roptaownont of ● onior ax.oo
- No payoff for risk taking
o NO “bottom ho” 0
-  Mom eomplox cuctomor
- No oompotttlon or thmt to ● UWIWI

“ Tha Blg Iasuos Am Thoaa nut Othom
- Exeeoo poopk 0
- Exe.s.ivo rogulatlon D
- Not ● nough oduostion 0

Conflloting  objoctlvoo
● Budget annually w. ptan
●  Bdeial w. proamm .ftIcioncy
● Public trut w. .ffJclont oontrol
Exooutlw Bmnch and Congmso

Hava Faood Down
Bu:pkJ~ti5i’4’~rooo8s  rnmmgorrmnt

Too much financial control

F1gur@  6: DoD la DIfforwtf

For UCSmpk one of the key diffcrcnccs bctweea DoD and industry is the set of
conmaints imposed by die avil service -W== DoDhss an” excess of as mubh
as 2S% in the areas that should be affcaed by dmtsiAng tbc ao@shion and force
smcturc. This issue needs to be dealt with m order to have a Signifiwmt impact on
reducing the overhead cost bunb ~ cost burden not Oldy impacts tho g~

PS~& but ~ a SUtiW adverse cffbct on idustty and the g~’s mm of
doing business with industry. .

11



DoD’s flexibility is limited since larg~ rapid workforcc reductions would be
PO-y ~ however, this does not mean that the govunrncn t should not take the

~ S* to become lcam Amodcrate pace of dowdzing can k achieved through
attrition, freezes, early outs, and sclcctd reduction in fomcs ~S), all which arc within
DoD’s authority. Beyond reducing the workforcc, the most important goal here is to
rcorg- DoD avil SCMCC personnel so that the concentration is on value-added
activities. Flatter organbiollal and team struc@s  arc possible if job dcscriptiondgradc
levels arc wri= based on job content and not oh-k number ofpcopic supmisd

various DoD Organizatl“Ons have been dealing with these issues asthcy transform

their operations to conform more with the lean manufacturing philosophy. scvcrd
suoasful examples exist ixr Scmicc acquisition cornman dsopuatm“ g within the current
laws and civil Scrvicc regulations. Those examples need to be Undcmtood and shared.
one such example is* Aeronautical Systuns Caltcr at wright-Pauuson Air Fomc Base,
Ohio where  they SWXZssfdy  reduced their pcKOmd by ~tdy 3,000 =P1OY=S

(1/4 of the total). IZmsccrnployces were placed on a surplus list and encouraged to move
to another geographic location or retire The early-out-incentivcs offered by Congress
added to the success of this downsizin g effort. Understanding lean principles made the
people dowmizing problem more managcaik  Everyone coopmtd to minimk the

-on~~

Our recommendation is that an integrated process task team representing the

appfox --be formed to cxamilE thcpcrsoldP===-~-

Precess, and rccornrncn d an approach for resolving the issue consistent with the overall
vision of the cntcrprhc. In other words, apply the lean rnanuflwmring process focus

ape to this issue.

‘k roadblocks to lean rnanufacmring iddficd in F@zrc 5 am far more cultural
than poliricd An mpdmtkm resist cultural change and DoD is no dEf6mrw m study
has idcntMcd the most sipificant oultund ~lhatDoD willface  -Xdsmccs
can k faced - b ~y if * ~“ fully acccptsandpcrsodly  cndorscs tincw

~g -

OSD has the power to buffer or cushion many of the cfFs but must be titivc
tothc Uansccnding priorities that congress has established fm Federal proalruncnt.
Con= must be X ofthc tam to * soci-=onomk  issues (such as small busbuss
and minority set asi~ Davis Bamm ~ etc.) and ~to pmscrvc public rest. A
“shared vision” of change that “includes the House Armed SuviUs committee (HAsC), the
senate Armed Scmiccs Comml“ttoc (sASC), and the white House W xy Mp. ~

12



can scrccn disruptions to programs and commands, stop “killing the messengers,” and
make it clear that one mistake is not fatal to careers. using teams with process OWllCrS and

leaders that arc Or@IdZEd around tasks rather than functions will pro=t and cncouragc
DoD cmployccs to take the risks mzeswly to rnak changes in the MmsmKmm .

Inthcscmiccs , more than a do= major p-focused initiatives am under way.
This situation is similar to corporate cxpcricncc whcrp process management has gcncmliy
also had a bottom-upstart. These initiatives work #current DoD co-ts, proving
prOCCSS fom CSXI bc Sumful within DoD. Building on tic= SCticc initiatives, plUS
contractor cx_ simplifies DoD’s task In otxrjudgrncrw the entaprisc is waiting for
senior hdcmhip to endorse and unleash kan manufacturing.

INGREDIENTS FOR CHANGE

For most organimions, radical changes do not take place until Icadcrship and the
entire Org “anuation believe a crisis exists. If the entire qanizau“on does not bclicvc the
crisis is d then it is the responsibility of the senior kdcrship to clearly Communicate the
significance of the crisis and the consequences of not making radical changes. The Task
Force is convinced the crisis is ~ as shown in Chapter Z

The necessary change won’t be easy, but it can be realized if the desire is
sufficiently strong and there is a willingness to ‘stay the course.” We undcmtand how and
why things need to Chili= and the fits am ddy WOIth the cff~ It@ tskc time
and them will bc some sctbac& so it will rcquim ~ long-tam commitmcn~ Since the
change will involve several thousand people, wc need an approach that wiJl be cffcaivc
throughout the entire Dcfcnsc Man~g -=

The recommended approach is built on a process @cus to achieve continual
improvements, both incremental and brcakthmugh. This approach has succcss fully
brought major change and world-class pcrfonnancc to many U.S. compsnics  and provides
integration across sII fimctions and Icvcls of the cnt+sc.

Change of this-PC should start atthc top, and top-level DoD suppott for it should
be strong, sumined , and evidcrm Involvcmcat of people at all levels should be real and
proactive. It requires providing education, tools, and credible measures of progress at a

~t to achieve acceptance of individual~b.

To lead, leadership needs to comm ●umcate a vision of%where it needk w go. The
Task Fomc has created a strawman vision (see Chapter 4), bpt it’s only that-a surmgatc
for the real vision-which needs to bc created by the DoD kdcrship team. The~P
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team should also decide what mechanisms, stratcgi~ goals, and measures it will adopt to

drive toward the “attmment of the vision. Once again we offer an approach. What wc
cannot do is substitute for kadersh“p. That needs to come from the Deputy Sccmary of
Defense and the Unksecmmy  of Defense for Acquisition. They should form with other
key players a leadership team to insert a pmocss focus into the Defense Manufacturing
Enterprise strategy. .. .
PROCESS FOR CHANGE

..-

Our use of the teIm “process” refers to an ordered set of task& Usually followed
sequentially, to accomplish an objective A process iS mY Atity found an~here  fkom
the factmy f ‘or to the executive suite= ‘Xl= objective of a proc- is a wide variety of
outputs that L% sometimes tangible and somdmcs simply Staements.  The act of becoming
“P== focused” means that au ~Concmtratcs  its energies toward improving

~P=== as a means of improving its products rather than concentrating only on the
product itself.

The pmcates used by the DoD ace just as amenable to process focus as the
industry CXSmpb shown in ~ 6, except they extend ~ the ~forccstothc

~P”

me critical element  in this process Sequeme is* tmcbtanding  that au pmxsscs
flow from the l?iio~ Strategy, and Implementation process established by the senior
executive and his or her kademhip team. For examplG the executive vision may be to
automate aimraft fhctory operations. This would lead to a composite lay-up process and
capital investments entirely differmt from those driven by a vision to reduce cost through
Outsourdng  to tbe mcmbant  ~

‘rhefirstste pinthekan ●

~g ~m-= w== as ahown in Figure
7, is to identi@ critical pmxsses and assign ownemhip. ‘1’ldsshould  beaccomplisbed  by
the leadership team of the -. The owner is charged with.the responsibility of

provemmt Of the - by adhering to the fdowing steps:caltinuous irn

“ &derad sat of Tasks. _ the process StepS that are CutmAtly  being

“ Education of Usars 8nd Pm’tic%mlts. Deploy understanding,
knowledg& and commbcmtousersx.  ~.

“ Documantad  Flow. Define task Smcmr+n~OItShipS, input and
output*
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Figure 6: Pmoass: An Otiorad Sat of Tasks To
Accomplish ● n Objaotivo

● Metrics and Stretch Goals. Establish common measurements of success
and Ch responsibility for achkving  them—am we on track?

● EIirnination  of Non-Valus-Addad  Tasks. Answer the question: If your
customer knew you did th@ would k or ak be willing to pay for it?

● Re-engineered Flow. Rcdcfi’i and reallocated tasks.

By focusing on process imprtwcmcn~ management gains maximum leverage in
implementing change across all progmrns and activities. This ptuccss  improvunent flow
has been implemented very ~yacross abroad range of cnterprks.

stretch goals are eStMShd to produce major improvuncnt and to achieve or pace
world-class performance Tllcydiffuuttiatetk proms-f- approach from traditional

wrncnt methodology. Stretch goals must challengeimpro cmativi~ tomcct or beat the bcst-
in-class benchmarks. They arc deliberately set in a manner that precludes attainment by
minor changes and “twcakm“ g.” There are two sets of stretch goals: one to monitor

WP on ~P~en~tion: ~ ~ ~ moti~ ===fd =hievcment  of ~dts
mcsnin@ totk DOD.

A lean manuhturing  process iXlpfOVUllUl t approach is essential. To assure this
approach the process needs to have a ~ilc, SCCOIXM&  ~d authoritative owner
who has the responsibility to COntinuallyhnprovc  that pmccsk Also, the proccssncedsto
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be documented in a flowchart series of activities so that non-value-added tasks canbc

identified and output metrics can be tracked along the process flOW to enable p~
improvuncn~ The process metrics must be output oriented and provide true mcasums of
succcas so that the process owner can usc them for continual improvcmcxm

sub

t

Figuro 7: Loan M8nWaotwin g Prmco8a Improvomont  FIow

Metrics tell how well a process is performing against mqukncnts and provide
information on the effectiveness Of actions tdmn to improve process pcrfomlancc.  They
need to mcasum-’o f *  P==P=f” ofsupplicrs to the process, and

generate mCaningfbl  trend analym Establishing Cffdvc metrics requires a focused

initiative involving au Ofthc prOccss smMoMm.  lllis inclwks the Proc@subproccss

~9 P-*cmomcrs,  and aqplkts Cm should  be  taken in metric selection
because tk applicatkm of improper Blc&ics candclaypimpwamt or actually lead

to actions dUrimUd toproccsspcrformance Fmquedy9tllc**=~=
not those “~YP= effe butthcir cvaldonlcadsto bcttcrumkmtdm“ gof

the - and points us in the dirccwn“ of a more effective sekctiom For more
information on Incuic$ - Appcndk F.

Aftertk goals to achieve the vision have been Sctand while the metrics to ~
ProW= ~ achieving goals arc being ~ ~Should be continuous. l’his part
of the implementation involves revkwing mctr@ idcntif@g process improvements,
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eliminating non-value-added tasks, m-enginaxing V flow, and, if necessary, revising
metrics. This feedback pmccss is continuous and is one of the major bcntilts of the lean
manufacturing process approach. 7he procm should be mliabic; it should be able to be
dcpcndabiy pcrfonncd repeatedly by different people over time. l%e purpose behind
documenting the process and using metrics throughout the process is to continually
improve the process by dminatm“ g non-value-added activities

.
A process focus forkan n&mfactutingcan<oni)lle “adueved through training of the

participants so that improvement goals can be interpreted properly and achieved. Lean
manufacturing views all labor as a competitive weapon that needs to be continually
developed to be effectively used. Organizuions with a pruccss focus see training as ~
essential component to contimird improvement  Education and training are foCUsed in two
broad categories: kuksbip  and_

L4ufershfp training is “ “msnbmd to help managm umbmand the three Caegories of
change-technological, social, and -“onal-and their rok as a change agent

Manqemenr training is a continuous process. Robktn solving requires problem
recognition and difkrcntiation from symptoms as well as an tmtkrstanding of the factors
that affect the problem and evaluating them to M aviablcsohtiom  Tmining oppommitics
need to be avaikbk regularly to improve these - -

Technology inmhction andprothction reaktion ate valued activities of the
O_tiOm  and the hbor force tqrircs the Skik to adapt (JUid@  and dficidy to these

- ~~

Every orgarhtional  tier ~ds to listen to its customers, understand their needs

~d e=ss =d & m~tiding a quality_ on ~ and at the right
COSL Every O~SI’l~Od tier needs to also mkrstand it has a supplier. ‘he work force
should b educatd at an kvcls to Optinb the ~-$W@=--

Thc work force should be educated to facilhatc changing the culture to a mode of

continual improvun- Tools fmcontinual change include “~_ m~ga=~
benchmarking, m-engineering of the process, cycle time reduction, and quality
improvcrnalL

RISKS AND REWARDS

Itnpkrncntstion of the proposed change will be ncithcreasy norfasL However, the
payoff will be extremely signifkan~  Based on industry’cxpcricn~ the Task Force
estimates h -S_ h h = of billions of &lb -ually arc achievable,



.
t

along witb dramatic improvements in the time-to-f~d now weapons, in the quality of the o
W~pO!l&  and in their pCt’fO~ The United States will havca more effective fighting “
f~vcn with the reduced budgets-as mcasumd in terms of readbss,  modcmizm‘on,
case of operation and maintenance, and atate-of-tb-art cquiprncn; And there will be a
broader, mom e% ad more m- dckttsc industrial ~y intcx
with the civilian sector and capable of surges in production (for crisis demands).

.
However, as has bcem fo~d in equi~t tiustrial rcs~g’ ~ -y ~ a

one-time mmmuring cost in mm~p m, and pofitical capital Butti
effort required to jus@  and obtain approwd of k ~diturcs could facilitate change
and pay Signukant  dividends in the futtuE

A signifkant  portion ofthc rquircd changes (perhaps up to 75%) can be achieved
within the DoD itself, but even these will requite considcrabIc Congmssiotud  suppom For
the res~ Congress needs to be a signibnt paniapant by removing current legislative

In addition to economic benefits, them will be many operational and working
bencfks to the cstab ”hsbmcnt of a lean manufacture“ g entmprisc. some of the most
Signifbnt of - -me as WlowX

“ User/Participant Understandw. a~ win better undcmand their role
in the cnmrprisc and be much more capable ofmaldttg creative improvements
in their Pmcc#es so as to Contribute to the Ovmll pcrfolmance Additionally,
they will f&l mti bctteraboutthcirjobs  since ~ tmdcmtd its impormncc
to the total ~

“ Compoandad Laming bsmiltg qcrbcea arc built upon past learning
~ ntu& ksrning is accomplished much mom effickdy, and a
higher Icvcl of mubsmnhg is reached more quickly.

“ Sustained and Stacked Improvements. Improvements made in a

process Uwironmcnt  arc built upon past impro vcmcnL  much as learning
improves. The technological envelope is pushed h@hcr and faster by
concentrating on a discip~ orducd proccm. Changes made to a +
by one twm of participants and users can easily be tmnakmd to other teams
using the same or similar ~

● Turd To Meet Entarprisa Goak. In a lean manufacturing cnvirottm~
au pxcsscs fit together and contribute to tk erlw+sc Succcs& R@mKccs
arc Mtcr used. No prwxss  expends resources in ‘atrcctions  out of step with
thctotalcntc@se

.

“ Produ- Condstemt Results. Welhduid processes invariably yield
consistent results. The immense value of consistent results can be



characterize in two ways. FirsL both suppliers and customers can depend on
consistent processes. They will know what to expect and not have to devote
additional resources to provide for contingencies. Second, consistent
pccsscs arc much easier to improve than random pmccwcs.

This is an ambitious and far+caching initiative. This magnitude of change in
direction and management approach will surely face signifkant  rcaistancc and opposition in
spite of the high potential btmtilts. However, th~ arc several reasons this initiative
s h o u l d  succd Wti OthCIS have faikd: -- -

●

●

●

●

●

●

TherE is gmrer  recognition of need in light  of the procurcmen t budget crisis.

Process focus now has a documented record of success in industry.

DoD’s new t and understands the value ofhdcrship is focUscd on improvurten
a team approach.

Pockets of success in DoD provide an opportunity for expansion, rather than a
stark beginning.

Congress should respond positively iftrcatcd as a cusmmer.

TIM recommended approach is consistent with the Vice+rcsidcnt’s National
Performance Review

l’here is a down-side W but it can be minimkrl and it will notjeoparb dcfenac
capability. If this process effort docs not achieve desired results, it should not have a
detrimental effect on COSL quality, time, or technical function of existing programs.
Rograms will maintain operations for two or ~ years dcapite extend activities. Rather,
the failure to achieve desired results will be seen as another “abortive attctnpt” at change,
and commands that had moved fonvard in the process change will backpedal. Some
committed commands may continue with rcduccd visibili~.

The major loss will be ‘lost hicrsht● p” on tk part of Inanagcnmt  with subsequent
10Ss of the opportunity to bring about filturechan~  ‘l’he ~on will &VC a ml~t
time accepting new ideas from leaders who have to back away from commitments to
change. In addition, there could be lost opportunities for the 1eadmhip.  After all,
klbhip time could be SpCttt On O* Wtiti- that Could~ - -~.

These risks can best be minimized by careful selection of initial programs and

or_ons ~d =p-g ~~on d communications, cspddly with regard to
keeping skeptics involved at the beginning and throughoutthc  process. Organizational
approaches include building in orgtitions that have akMy started related efforts,
building teams~~y down tbK)U@  the “~Y~ =d peg risk takers ~ much
as possible.
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4. VISION STATEMENT FOR THE FUTURE

Implementing a lean Defense Manufhcming  Enterprise Strategy will requkc
significant Chsrlgcs  within govcrmncnt and iluhxay,jbanges tbat can only be inlplanentd
through ~P” ~“p mcds to initially gliidc the Cbangc process thmugb creation
of a vision statement to provide top-level direction and focus. * kadcrwp Sbould
select and implement the stratcgi~ goals, mCCbthBK, and meaSumS needed to drive
toward attainment Oftbc vision

The DSB Task Force bas dmftcd a s~wrnan  vision stmcmat  forDoD  that cncoxn-
p -  t h e  totslsystcm:  “

Change tie spitit of d8fense acquisition Mm one of mi$trust  anddsk
awsion to confidence h the total entetptise  and turn hvm an innw&
iookin~ system to one that fuliy utilizes the totaistnmgth of industry,
when? processes am continuous!yiqproved  to reduce cost and iitpvw
petiormanm so that U.S. Armed Fo~s am tmined, equipped, and
ready to defeat exWng orpotenthi  threats.

We offer tbis drafi vision statcmcn t for dkcussiom but the final vision sbould be
developed undcrthc guidance of top DoD leadcrx the Deputy Secretary oflkfcnsc and
Un&scmtmy of Defense for Acquisition ‘Ihcy sbould  align witb othcrkcy players and
foxmatcam thatischartcd to insert continual irnpnmmcn& using a process f- into
the Dcfcnsc Manufamring Bntaprise ‘fbc team’s = =p should be to fhalizc a vision
statement tbat is endorsed by the Secretary of Defense. Then this team can begin to
implement the otbcr steps in tbc plan for cbau~ as described in the next section
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5. PLAN FOR CHANGE

To bring about the ~radical chang% the DoD needs to implement the
fundamentally new man~g @ -  -jad pmcedmcs dcpicwd in F= 8.
In~, this Task Force has recommended hti “m XC*t the DoD acquisition WOdC

force to one mote  aligned with that of a lean M&me Mandactmhg  Enta@c,

Output Meaeums * Pmaaaoalmpmmmt
Large MammJre + Vafiabie Oost
hspdons ● d Audits + MeneIgmantby  Metr ics
Oompeto  with Slppliora * Partnerahipa
Oediatod  Rosowcas + Siwad R~~~ M-V)
Risk Avwaion -

Serial Stovep@e  Oosign * OenUumnt Enginwfing  (iPPo)
TOdlnOlogymductdPoffofmance  * ua8rvaiucaiVen/ Affordability
Individuals in Stovopipcl StNcium * ~-+~T-
General TndninQ - Porlonnanw-Based  Education

Figura & Changing tit. Entorpriso  Managommt  Attributoa

Ona the vision of the Defense Mannfaotunn“ g Entetpisc  is established, the

%~~“ needs to haxncMthcpowuof tbatvision to b“Miona&e prouss-
t-based rcfonn to DoD acquisition as wdl as a long-term CQmmitmcnt to and aimprovcmcn

plan for this change

= “HOW  TO” ~CO~AITONS .

To iIIStitUtiOIdiZC  the nu=sary change to a lean Dcfknsc Manufamring Enter@c,

t h e  -  ahodd p r o a x d a s f -

1. Create  and eonununicate the daion of the Defeaae  Manufacturing
Enterprise at all Imls of the DoD and to Indus@y.  The vision ahould
align DoD with tbckan mandiwtdng  concqNaofFigurc & Unkas this is done,
and minforccd on a fmqucnt  bas& the power of the vikion Wiu be weakened and
- -  Tbisuncialfiratstcp,  “dlscusd in Section 4, ahould be done at the
highcat MonSOf DOD @induSUy. W@OUt aXIOtbingwU be accomplished.
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2. Adopt a lean manufacturing process improvement ● pproach within
DoD and with membem of the Industrial Base This will remove the
current limiting focus on programs and prod-. It WU fos= a ViCW of
acquisition activities as being pm da pmccss and amenable to smamhmn“ “ g and
bend’ ChSIlgC. FP7 ikstmt= a continuous flow for process improvement
m both DoD and indusay.

3. Cre8te  8n agent of chnge  to implqent  the proms fa. This Task
Force’s mcommcndcd ixg~for * agent Ofchangc is shown in Figtlm 9.
we reanlnd the ~“ ofan Ac@sition Pdioy~ SndusuiaIBasc  I%ocess
(APIB)Tcsm to bcthcmajor~toftbc DoD lcaddup“ to bring aboutthc
desired changes. Its authority wiIl be DoD-We in all matters affecting
8@shiom It ~ m~. be a guiding agency in-g - =~~
right-sizing of the industrial base. Its chmtcr shdd be issued by the Deputy

G!!!9-@9-CED

Flgura 9: I’ha Agent d ChuW

Iccyencts ofthisagent4cb=ge-  8 x c a s f -

●  ‘m~9 -*=-ad advice Ofcongrdona ind-
and ditary kadcrs, should eablish animpbdng  Bxccutb ~P
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4.

s.

6.

Team. Its c-would be to ensure m “mstcn& effective application of the
change pmccs$  Worldng tbrougb the APIB.

“ The APIB Team ShOdd  indudc the USD(A) as leader to repmcnt the entire
Dcf’Manufhcming En@rise Strategy the Joint Chief of Staff (JCS) Vice
Chairman to ensure firm tics to the user requirunellts  procCas; the senfiCe
Acquisition Exccmivcs (SAE5) to Uansfcr team actions into Scrvioc actions;
and the Principal Deputy Undcrsecrc-tary  of Defense for Acquisition
CWSMA))  to ensure umsktcnt action-in  all major program activitk. lhc
SMa need to have line autbority  for-fbc Wality of acquisition within tbeir
service& including o&M fixnds aSSOaed witb industrial operations. lbe
APB Team abould have a formal _ iSSUC6 by b DepSecDefto ensure a
consistent basis foractim Asuggcsted dmfi chartcris SbO~ in F- 10.

● The APIB Team abou!d be aupportcdbyasccrctariat  wbosc composition will
depend upon tbcarcas afkcte& Asa Blinimg the secretariat should iIlcl&
the Deputy Unbecmry of- fm Acquisition RcfoIm (DUSD(AR)) to
oversee acquisition reform issues and tbc “AssMant secretary of Defense
WD) (ECOXWUiC Security) to oversee industrial base issues (public and
private). The USD(A) may also rnvolvo other staff slcments. Pardcipation of
the secretariat would atmngtiaen the irnpkmming “acaons tabby the staff
elements since they would~~~poaition Of the m

● The DoD should establisb  industry sector groups to ensure rncaningfuL rapid
progress. Their task would be to assisG on an ongoing basis, progress
towards tbc lean DoD Man- Entcr@z

“ other- tcarns would bcfo!nlcd toaddrcss tbcspccifk  prioritized topics
identified by b NIB Team

Drive change by an over-arching plan and ● rational set of priorities.
These priori* led by tbc change ~ may Originm inthc team itdforin those
DoD agencies best able to identi& and hltpkXWXlt tbun under team guidance.
specific mmmmmimand  ddredrmlltsaxedism$ed in h nat sxtioaL

Facilitate the change process by instituting ● program of recognition
and reward for the pioneers of chang~  Rewarding these pioneers (either
individuals or teams) for implementing lean snannfacturing will send a clear
Xncasagc to Otk Oqpnidm  in * Cntctpk

InvoJve other stakeholdem,  such u the Congress, in formulating
DoD ● cquisition s&ategy. This will barmonkc he process of right-sizing and

. .
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These ‘how tom ~OmmCndatiOaS axe Sil@C and atraightfonvad  DoD and
industry leaders ahould execute than with vision and tenacity.

AGENDA FOR CHANGILTEE  “WHAT TO DOW RECO~ATTONS

U is the Task Force’s consensus that them am substantial cost savings to be found
by hlldhtdy illlpkmcnting the concepts in ongoing pm- Based on OUraUalySiS of
prior studies and review of the current aituatio~ the Task Fom compiled the detailed
%vhat to do” =OIIlmCndatiO~ ShOWIl h FigU1’C 11. ~ =O!ltXllcntiC)rlS are ~@

.-
against the desired remk

Figuro 11: Corrdatlon of Prior Study Rosu?ta to Thla ROpOrtSS Findings

ongoing programs mpmacnt a high-payoffm  to be~* of * amount
of money contained in these programs. It is our bclicf that an %

~ Pa- maybe
achieved by focusing on these pro- Tltc following suggestions are applicable for
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immediate implementation of lean manttf-g principles in ongoing programs. In “
additb  it may be ncccsayto concentrate on afaciiity rather than a program aince it will :

be difikdt to deal with a single program in a multi-program Mlity. .

Major desired results am dismwcd further in the fdhxving aection in -On to the -

applicable recornrnendations fim prcvions studiea. Not aIl recommendations are
●~ those considered to have a near z “high impact” on the DoD. For a

bcttcrIm*ding  Oftkae l’c&mm~ and how they wac acktc& see Appendk
c .

Reduce Overhead

lhc Ovcrbcad asdated witbrheDefeascnhdkmmg~
. “ Stmtegy  can b

reduced in acvual key m AU non-value-added fimctions ahould be identified and
. . .ehmatcd Spccifio actions related to reducing OVahead (as abown above in Figure 11)

arcdiscmcdncxL

● Act i v i t y  Ban Coat ing  (ABC)/Proceaa  Or iented  Contract
Al~* s- (PRO- m DOD ahould implement ABc m

-~-~ - - - comctor compliance Witb
W = = =  P===@=== tbeaignMcantcontriMon to mmrhead
Costs aasdmd With thctmcldngofgmmmcn  tfimiabd*- (G=),
and the cost of U- of the * ~“ k ABc is a tool used

.
UmnSndy intheptimtea cctorfimnmdng m - -m-
casts, formuwing cost~--l== ~@~-
forlm&atandingthc pmfiWMy“ 8ndcWts ofpaoductline& Theinfbllnation
obtained can k be used to develop atmm@cs“ mrcduoethoseidcWki  cOst&
In conjunction with *g ovakad ~ PROCAS  is ● proceas  that
- mdoced Ovahead cO@s m both iluktry and government while. . ~andpcodoctyicltL

“ Elhnh18te GFE~ - Of= ahonld be modWd to cover
odyassctswithaFair MarkstValac (F&W’)  ovcr$l0,000.  All Oti=_
ahould be deleted and the conuactor N -b~ f= G= info~
We forthcrrmmmcnd  thatthcFMV  of GFEb detamid  using ~
principles and wmactms b Oti the qpommkyto bnytbcassct$8t  that
Vak TO the - conmctors  am not wi!ling to buy the G= tk FcdcraJ

Re@tion  (FAR) ahoald be changed ao that Contractor would
only be charged the~Y ~Fair Rental value (mu/) Oftk
GFE.

P
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● Reduce Technical Data Requirements: Historically, the DoD has
pmcurcd the vast majodty of its mamxklstodctaikd tdnical data paclmgcs.
These packages include military specifications and standards; detailed
manufactunn“ g drawings; manu&mring ~; and detailed inspection
procedures, test quipmcn~ and gage designs. The justification for the
&tailed, goVcmmcnt-contmllcd technid data package has been to assure the
-~ Of ~ prod- to pro~ a~lmon =mL to achieve part
Standardization and to SUppOrt COIXIX pmcmmcnt of the itcm and its
sparcp~ This ‘build to print” phibsophyrequims ahighlcvd of technical
and contract ~● VC activi~ by both the cmtmmor and the govcrnmcnc
offers little opptmmy“ or inccativc for the cmumctm to improve Cithcr the
product or man~g+===: 8nA therefore, limits cost reduction
oppommitics As amsultofthcse  ~ _the DoD has ~OllS
of drawings and Spc&ukm ittito “mamtaintosnpponp rocurcmcnt of
cnd&msandspam% 711csctcchmcd“  datapukagcs consume lnaay resoUSCCS
to control and post cnginming Ch8DgCS and to OpCMtC tCChIliCd data
- -  lllc@so~obsolctc~gy inmznyinstancc5. ~
DoD should stop buying ‘build to print” or &vcl 3 techmcd“ data packages,
thus avoiding cqcnding large in-house xcso~ on thcirupkccp.  Detailed
product drawings and spccifii ahould be replaced by the usc of
pcrfoxTnancc  “~-~ b ~’drawings and
spccifiications  OIdyifnccdd Further, only that data needed forcompuition
should bc acquid. In all ~ commend“ dmwing fofmats should be used
and the manuficmmr should maintain an the ~data throughout the
contmcL Coupled with me Ofthcpcrfblmancc-m the mmmf&mW
would main control ofthc system confirmation throughout the development
and production of the systczm ‘xltc goWnmcM would only Ictain Control of
thOSC changes that affect form, fi~ functio~  and interchangeability

=wi==ts of~ p=f~ ~ AnOdieraspcct of control is fm
the govmment to have the capaM@ to procure spare parts from a sole-source
Inanufacmmr  if them Wcm no =hnical  data avaibbk  To enable th@ there
ahould be 8 commctd --t - ~ -~ ~w a ~
drawing package to the govmmcnt at its option with the right to procure the
parts in the competitive lnarkck nsingthc Same performance *cll* asm
the lnanufiummr does with ~

● Minimize Use of Mflitary  Specifications: !S0 has adopted a quality
Systcm Saics of smndmds ( t h e  9ax)seties). &MkMion  to t & ~  &
being rcquimd by companies doing “bnsmcss in * intcmtbal community.
DOmdoptionofIso9000t  orcpb thetwomfiitmy  -spdicmion& MxLQ-
9858 and MILMS208,  will allow~ - well= products to
avoid the cosdypmccss of having to bcccrWdun&r  two -t standark
Tbis~ will also havcahighitnpact mmtional dmMK&g.
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Adopt “Ihmkey” Ltfe CycIe Suppofi Under “turnkey- procurements,
a aingle con&actor is sckctcd to develop, _ and support a product or
--b-~-~ “remunent h use ‘xhe “turnkey” concept
relies on one contmctor for tbc producL its spamas and depot maintenance.
Economh accrue from a more atabk buaincss base fwtk aupplying company
and -y reduce ovcmight and d~pmummcm activities for the
DoD. This mcomrncndation  ~-ti have ● high impact on rational
downsizing.

InstitutenTD:  IPPD is a managaneatproCCss  that integrates an activities
fkom product concept  through prodwtb and &ld Snppor&  uaing a multi-
fimctional  Ma&to ShnUltmmdy  Optimke tb product and its mamktmhg
and snpport ~ to meet cost and pcrformanoc objccti~ IPFD is
Widely nsedin~-m---~- ~. .clltcnaftK&w@mcnt  phases include both pmductpcxfimnancc and prucess

metrics such as thoproccas capabil@ index C@ The Task
Foru rndorscs the suggedons oftb 1992 DSB Study OQ En#nccring in the

~Proccasthatcancd fdr@hwmatm“ of IPPDinacicnccsnd
technology (s&~ programa as WeIl as acquisition progranM This

Xnmmdah will also havcahighimpsct  cmradonal dowdz@,

Revrd  Progr8m  M8Mger hmovdoR“ Itisimperative  that the Program
-w=~ givenmry oppomm@totryncw8nd  ●~~-
may have Signukant impact on 8 progrsl& k way to Cnsnrc thatthc
Pfogram Managcrtaks  advanta~ Oftkschmodons ialo Omraomc kind of
reward ‘Ihcsc rcwads may my hmn special recognition to monetary
Compcnsath

Edracatemdmdm  l’hecimgctod  amanse
.

M-f--w ==@=
should be accompaxdcd  and fkmmedby8- Fw= ~~ ~. .trammg.  Ibonncl ataIllcvclsinDoD  and indusuynced  to bcequipped  with
~~~-==$=wf=-a~~g -~
Education and training muat begin at * top and extend to the entire Dcfknsc.

Establish Piiot Programs (Acquisition kfO@: The process

~P==fbCnSss dMaibedearliasppliss  to8nptocmes Uctmding *
the OpUaticmal fbmcs tbrough DoD Icadcm@“ TsMtg advantage of this
f-tare  provides * oppmtmdty  to estabhh %a&ness “ 8s 8 place to stslt
within the system to implement * lnethodology sad gain in-depth
understanding of tbe magnkdc Oftk ~ achicvd O&r initiatives



within the enrepisc  can be stated m paralkl with the top level action under the
direct leadership of the DepSccDef. Ourrccommendations  presented thus far
center upon developing a DoD vision with goals, the cstabIishmcnt of
integrated pmCCSS tCSIIIS, and the deployment Of the p~ improvement
approach. It is recommended that this methodology be applied directly to the
issue of readiness and OthCr issues within the enterprise.

Relative to this specific initiative, it ~ suggested that the Joint Logistics
Commandem (JLC) be tasked to i.mpl~t a program focused on the overall
Sp~ Procummcnt and deployment ‘activi~. = _ should Start by

ustainment  spares ~d -d through the procurementidentifying initial ands
task, supply to operational units, XCP*, ~d industrial base considerations.
The program should identify the pruccss  owner, produce a detailed pMCCSS
~, ident i fy* ~ _the gm develop a lean process map based on
the removal of non-value-added tasks and process $tmmlining, identify
metrics, and ftiy, measure the magnitude of benefits derived from the

roccss improvement focus. herb and final results should be pWidCd as
;Aback to DepSccDef  and the APIB Process Team.

It should be emphasized that this spares program does not take the place of
DoD ldership introducing the process focus to the entire DoD entetprisc.
Howcvcx, it does provide a means to quickly implement this approach within
the cn-

Metncs

The use of process metrics in kU of product “_OllS can iIllplWC product
quali~ and pCt’fO~ while reducing oversight cos& At this tim~ the Task Force can
only sumcy the utility of mcttics and stretch goals and suggest candidate metrics in the
evaluation of the institutionakatt“on Oftbe De&nse Wmknuing Entupriae S~gy. But
this is done very ddibcratcly,  since many o_OnS in bo~ * public ~d priva~
sectors have used metrics and sfrctch  goals to Cffkctk?iy  improve their ~ and
products. The DSB ispmparcd tosuppofi DoDinthccsabMhmcntof  metrics and stretch
goals, and even to hclpin monitoringthun tothcdcgrccdcshed.  .

Mcttics,  when properly SCL define how well a process is performing against
muimments  and provide information on the effectiveness Of actions taken to improve the
process performance Iky should be suf&lcn“ t to Undcmtand the performance of the
process, the performance of supplkK to the procca& and to g=cratc meaningful trend
analyses. .

Rccmmended  candidate metrics for initial consideration by DoD arc shown bdow.
candidate metrics to ntonitorprogmss on impkmentab  ~
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● Ovakad cost as apaccntage of budget
● GmrncnM Contmt

●  Numbcrof  pcoplctraincd inkanmalI-
● Number ofrc-ncgotiamd  ongoing programsaod  mq awed

candidate metrics to monitorthc kalth  of * Mqlrise=”

● Net ass=mcm(fmreadil@  -. .-
●

.
~(mission Capablcratc  aad &dning tempo)

● customer Satkfhction  (congress) through aurvcys and meeting customer
.

“ wcapoaaysrcmCOStaadpa’fbnnanCem

Rational Downsizing

me DOD ahould cstabhh  ● rational ~including mcmcs“ and stretch gods,

for dowashing the public -of tho dcf&lse community ~~g **. arscaah,
mtoric& federally fimded ===h ~ ~ - - (FFRDCs),  etc.). ?hc

proccas ahould include qxmsorahip of a commkhl  aimilar to the Base am

c OmmiACm Ovcran guidmCe to * COmmMOn ShOnld be to use tk private -r
whmvcrpoasiih  Itisfixthcr mcmmcdd that a posithm be establiahcd at ao less than
the Deputy USD(A) level which has the authority and mpsiME& for recommending
atatotory  and mgdatory chaa~ csmWhing and ovcmcing the ~li P’==
(iinding mcmics),arld~g~~-~ -~ ~ -g p===

Ihmo Dncedstcpstmeits ac@dion program and process to fhdira@ 8-
downsidng of the dcfbnsc iadnatrial $upplkr basa lhc b step is ~ i- the
minimum-sized industrial base mquimd to ~ Imiquo DoD rcq “nlrcmcw (tanks,

maxims, etc.). N- DoD ahould permit the use of dual ute or commcmialaub
componcnt&  Part& and pmwssea tothcgmatcst  extcatpoadbl& andtopmchasethc$c
items Uaing best~ P=@= -* DoD ahould Umbliah an -ti~
eavimnmcm whacacquwonor@mdom domcialsam a=umgcL xccogaize&  and
rewarded for adopting “umovativo  acquisition pncdcca at d levels  of the acquisiti(

.
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“ Develop Technology for Flexible Dual Use Manufacturing: AS the
DoD doWnsizing progresses, both the number of weapon systems and the
quantities pmchascd Ofthcsystcmswill  bcreducd Historically, as arnalkr
quantities am p~unit costs go up dmmatdl“ y. Anticipated resources
will not allow this hbrical volume to unit cost relationship to remain the
same 7be DoDhastheoppomxu“tytolcarnfioln commcnM indushy SuCcesS
in reducing unit costs with arnalkr production lot sizes. Through the
development  and instanm“on of fkxiblc production technolo~, pmcsscs  and
capital quipmcnt can be used md thus=- O= a number of products,
resulting in unit costs being controlled as pmhwtion volumes arc reduced.
DoD ShOldd establish an adequate budget for* devdqnncnt  of flexible
production tcchnolo~ for a@btion in active and anticipated acquisition
pro- This progrsm should also extend efforts to monitor commemial
dcvclopmcnts  in this area for* adoption of dual use uxhrmlogy.

Maintain Public Trust and Confidence

Public trust and COdidUICC in the DoD can be improved th!’OU@ the usc of tools “
that arc already practiced in the commercial marketplace A few of the tools available to
DoD and tlhtdy used in the COmmCICid marketplace to ensure the protection am listed
below. Most of thcsc tools ~ inchubd in the recent DSB report on Acquisition Reform.

● Rdyoncompuitivc  pricing *possibk
“ For sole Source suppliers, smcss continued Value improvements (with mplc

audits ~ contind audits).

“ Rdy On Supplkrmctrlcs“ of process andcostirnprovwnultm&

“  EnList’QuslityAurancc” accodng films to Conductaudk

“ Expand application process of metric ihnpling to rcplaoe item.mspcctwcoxltinuous  audit appmack

●  Utili?!cpsstpuforrnsna forfutumawark

.’
● Privatize  Defense Coritract  Auditing: - A means of auditing defense

cmmactm  OthCrtiMn by tkm-tract Audit Agency ~) should
bccxplti Werccornm~ ~ _=t * _ ~ ~m= defense
cmmacmm would be audited by the independent public accounting firm that
pcrfonns the audit function for the fro’s Securities and Exchange
COmmiSSiOII  XSPOIt5. U thk eXpC-t were to be ~d~, we
recommend that it be closely m “omtomd  by the General Accounting -
(GAO). Ifthcovahdonproved  ~~ could then be given

.
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the option of dealing with the Big Six iirrn or DCAA. The government’s
interests Wdd be jXOtCCtd by “~gmd-~tabfiv. cm
would be controlled by competing the ~

● Change Acquisition Law: It is rocommcndcd that the DoD Defense
Manufacture“ g Enterprise Strategy emphasize the mcommcndations  found in
t&DSB Acquisition Reform repd. We au~tiam~ti-=on team be
formed to review. these rcoommcndstions  and propose changes to the
acquisition laws.. A drastic rcdu$ion-in overhead costs is needed and the
oversight  function fottnd in these laws is a major driver in”mcmased costs to
both DoD and industry). ~ m ~o~d kla the p- StSkhOkkrS
with this accountability, for cxarnpk N61Mc ConWt  Management
COBUWUMI  (DCMC),  DQW -r. ~~ %xummcnts (DDP), OSD
__ OQ GAO. ~ with industry in a consulting ~ti~.
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THE UNOER  SECRETARY OF DEFENSE
wASHINGTON, DC 20301

. .

IEMORJQ?DUM  FOR CHAIRMAN, DEFENSE  SCXSNCE BOARD

s U B J E C T :  Tams of Re3s:e~ce  - Defense sc~-ce  Boar dTask Fosce
o n  Defense Mariufactw:ng  Strqtogy

‘d .. .
You ● ze requested :C :Om ● Def&se Science Boa=d (DSB) Zask

Fosce co ● ddress  che De:ease tlSn~faCW:13S  St%ategy SOr the 1 9 9 0 s
● nd into the next centu.~. T h i s  iS a CritgCal iS3U8 fOZ the D o D
since the ● ppropriate use of science and technokgy  to ach ieve
U . S .  iaduscrial competitiveness may be the single nest important
contribution Sciance  ● nd technology can make to U.S. security
over the lon~ tarm. The study slwu~d be a synthesis ● n d
extension of the wc:k ● ccomplished fmm t!!e Packard Commission
through the ~SB 1991 ane >992 Summer Studios on Imaxmfacms:$ng.
The study should fo~.s prixnar$ly on c:eat:cg a manufac tu r ing
strategy within ● Defense DepartmenZ8s now lean ● cquisition
policy that is in conce~. w%zb commesc%al industry. This wA1l
allow the d-fens. ia6usc.~ to become wor ld-c las s  psovide=s
serving ths ~apa~ent of Defenso  and to be competi t ive + tho
commercial marketplace.

This task :oree shall build upon the exisz$ztg studies t o
crea%e lean ● cquisition processes for -Ae DoD ● nd han
manufacturing psocesses %r Indust~y. The task force shall .
● xamine commercial production psocesa.s and methods ● s ● baseline
to recmmend DoD ● cquisition polAsAes  and defense industry
manaafactus$ng p=ocessss. This will help defense Lndustry to
become wosld-class provide:s serving the Departsmnt of Defense
and to be c o m p e t i t i v e  in the ccmmexcial’  merketphca.

This  task :ozce sha:l {3) :dent:fy those g o v e r n m e n t
a c q u i s i t i o n  p o l i c i e s  thac impede lean manufac:uskng, f2) make
recommendations :0 streamline or change appropriate DoD policies
to enhance world-class product ion and (3) identi:y lean
manufacturing methc4s tha: can be u:ilized by defense  coxatrac:oss
for affordable low rate pxaduction.

Technology -sich weapons systems ef tho future will be
procured an relatively small quantities ● nd at relatively low
r a t e s . Thes@foxe,  this task :o:ce shall also ● ddress  the
● fficient manufacture and support of weapons as so called ‘silver
bullet fleets.w The task force should add=ess  lean manufacturing
models to be implemented ● bove ● nd on the mantu:acturiag  floor.

. In particular, the study should examine how the DoD can b r e a k
traditional cost ● nd volume relationships and recommend how unit
coscs caa be contained despite the anticipated drop in the
p=ocuremant  q u a n t i f i e s  o f  t h e  fucxre.
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Tho task forca shal~ :Oviou  current.DoD manufacturing
● ccAvit*08 lnclud$ng tae 2DR4E Schncm and TQehnology Thsusc
Seven, “Techao$ogy fer Affoxdddity,- for ● dequacy ana
cormstancy with  DS2 mcommondatiom. Once a strategy is
@SLAIASh=d,  th@ Msk fO:Ce Shall racommmwl pilot prO)OCt
cxpo=imonts  fox MPA and each ~eniw~ ● s well ● s experiments
that -m be  unds-aken jsintly acrooo  eha DoD, that wA12  h e l p  t~
dwnuustrate  the value et a DoD lean  aqnis+?im plan which will
featuse the aew lean maaufaCLuxinq strateqy for che BoLJ. Z’hese
experiments may inclzde ● dvanced technology demoaacraz~ons  (ATDal
or u group Of ATM that could pozanzlalJy  load t8 ● IBOS6

-aacluaivo tap level  demopstrac%w. -.
.

A particular effort cf this study shall kw to r@coI&JW how
the Bon can Jeve:age $s3 resowcw  ● s ~imt O: Clle manufaccurhg
strategy by eoqerativa  ● ct4v&:Aos such as tho ‘Degenae
Conversion TachnoZOgy )lelnvestment  Pro)ectm  ~ith athe=
erganizatieaa. Aga&a, apec~:ic coopagaL&vu  proqrams  ● nd res~arch
projmts shall be sta~gaszad.

Within the aurmntly def&n@ acquisition phMe8, tile taSJC
SOrC@ shall build upon .:ho rscommendationa of ixzte~rated
pzm6uc~/process awelopmen:  and ● stablj~h guidelines for ● ntranc~
and ● x~t Gsitcria ● t ● ach”mihscoae et weapon syazem development.

The study wLll ● aso aevelap spec3fie remmme ndatons $n tho
areas of traanin~ and ● ducation on how tbe Department Should
procee~ to ramient the Defanse AcquLsithn Woskgorce  to these
tuadamentaUy now qaau:ac:xring policies. practicm and
proeoduzaa.

Th study will b e  Sponsozed  by tha  Undnr .Socrotary ef
Bofonsa {Acquisition). Mr. Edwin L 8A99s:s and mr. Gordon n.
Zneland  will serva as Co-Chairman. ASPA will provide the
noccaswy ~udinq  and sup~ort contractor amngemcnts. The
Exocusiva  Sea:etary will k. Ds. Michael MuGrszh, ● nd Mr. John V.
Z11O uQ1 be tha DSR Soc:ttar4at  r e p r e s e n t a t i v e .  It is noe
anzAcSp8ted  tha~ ~&is scuay will aecd to ge into any ‘particular
matt.rsa  withia tho maaning of 38c*m 208 of title 10, U.S.
code, 80s wa~l
efactiagasa

)’dLk.
John U.” DeuLch

,.

.

.
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APPENDIX C

SYNTHESIS OF RECOMMENDATIONS

The Task Force’s focus in this -on Of tbc StUdy WSS to define a set of “what to
do.” recommendations, Figure C-1 depicts the process used to determine the key
ICCO-CB&tiOIJL  ‘he analysis began by cxdning-~- on* topic. It also
gencra~d m~y of its own rccommcndations, ThiS w= dOnC tkmgh a Series of round

tables held during scbcdukd moctin~

Flguro M: Tha Pmooss Uaod TO Dotonnino  tho
Koy ‘What To Do” Rooommondati0n8

A number of studies on aa@sition mfonn encompass lean man~g k~.
Roughly 31 studies were ~beginning Witb tile Hoovcrc~on in 1947 ~
concluding witb the-t DSB m OIJ -tion dOIID dtlcd D@nxc  Acquisition
Reform (July 1993). Most of tisttak muted ~ &em was a strong linkage

between &an a@dtion and lean niamtfScturing reform. One of the earliest studies
concluded that acquisition reform had to include manufacturing issues. One
recommendation tbat permeated all the IuIYscs was that DoD should adopt ‘best
commercial pmcticcs.”  The Task Fomc also~ - recommendations of its
O- 711csc rangcfrom akmdons to the Ocquisi!ion  - to spcific =ommemMOns
on lean Xnanufactming: the Clnpowamatt of the work fm, cd- of ~ to~
wtnkfm including~-~oft=tk

. c-l
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Appmximstdy  105 rccommds!ions were idcntifid These were eitbcr gsmcred
from previous studim or dovclopcd by die DSB Task Force Appendix D lists all the
recommendations (including those of tbis Task Fome) and their source. ~
recommendations covers wide range tim ~onsl and policy rem mmcndstions,
Sllcb 8s the SecDcf establishing m UMnisma“on positkm to Ovcma industrial and
tcchrlology base ~to anpowcrhg  tk DoD Workf’orcc m Cb8ngc  the proccs&

Tbc Task h conchdcii  tbst =y of the- .
~ au be subsumd

under other higb-level ozics. To obtain a smak set of rcc ommcadation& they used a
Delphi technique (Figure C-2).1 TIic Task Force m =8s ap=d ofcxpcrts aad
Cvalustcd tile 10s ~. steps 1 through 4 Sbow how tbc Delphi - was
used. The smdlcr  set of tecOmmCXNhiOIiS (F@ue C-Z Step 4) was obtained by
Cvalusting the total set of rccommcndstions in order to diminmc dudacksmdcasum
tbat many rccommcnduions were subsumed. This kativc process resulted in 41
rccornmcndations (s Figure c-3).

Many of tile 41~a ~.Isckcd spcdicity in bow * might
bcimplcmcmd  SketbctioftkDSB Tmk Fomewastoprovide amanagcablclist
(6 to 10) of ‘WhSt to &a or impkmcntablc rcammdm“ens to die DoD kakship,
Uiotbu~t of b m .ommdmms  was ~. Next, tbc remmmcadstioas
were evaluated in sucb 8 way so that the most impomnt ~ that could genemte

near- or rnid-term improvements to aladhhg DoD aCquWOn aad m8!lu&turing-
could beidentMd
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1. FmVideavisionforban  m@shionandmM8amng. .
2. Raquiro  in@ementation  plan (with mstrics) with all system acquisition
P~
3. *@rt OxMingprogmmsto  lull ~.

4. Rsduca government Mm@uCwmo
s. cruteanaCquMonboald

6. @ ~ ~ - ~ @ M * ~ w P w M M -
7. Reward pmgmm  nmnagsr inno@im
8. Reviswall D@ ~“ b8aaaaar&
s. EfimiMte GFEtmcking.
10. arnhate~
11. ~-mwf=
12. PmvidOomtmctw klcontivos.
13. ~ forsign  rdby aaiosto  uxsss  ”mdusbklbseimpbtkm

14. StmamGm~ ~~ ~
15. MiM8atmlnbw pf=-~m-=●  forovmigk
16. Rwimvall R&Dtor olwgdng loan ● ntelprisos.
17. Dovebp  R&0 %fdOf bok
18. Pmduw m=gdng mnmctw matdding.
19. Inqknlmt bsst “bulim88pmctioss m m.
20. Rewaid hMmMwmg. . .adlvbss in ths @@a nctor.
21. Adopt non-vab-dsd  m modsl

Figurs M: Asso8smont  of 21 Roeomrnandatlona

‘lk mnaining  Xecommdations ume then evaluated against a set of criteria
F@rc C-5 ShOWS the evaluation. 311c “CXUa’iS  Was ddkd  by What COdd lead to ChSngC

and is ‘&able.B  ‘Ilucc majordtda were dcvclo@  (1) *t prOCa& (2) effective
rcsuk and (3) ixnpkmenmbk IhMkr e emluation Uituion, SUM* Wefe &f&&

Under @ientpvc- the subcrbm:“ - cutcos& atmdinc tllcworkforcc, ebinatc
mmccsuy layuing,  Mincclcarlincs Ofauthdty, andprovidestability. Thesubclitcl’ia

could be xead as % this~ - adopx would the actions result in cutting
Stmamk@ the wmkfm etc.?”

lhcaecondcategory  was ** result. !Illis mcsns that “ift,his q~
?“ The Subcritcria in this categorywem adopted, would it -t b _ tia~

wercsupportfmtbc co!rcnt ddnkath’s vision Ofmducing gOvcrnmult Mlcbcics;
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suppom for DoD’s goals of reducing “@mrumre and sttmnIining the department’s
msnagcrncnt functiom the stronger linkage of budget goals to progrsms;  and finally, the
Capability of tbc recommendation to be sustabblc m tilt& Or to be insthmiclnalid

The f~ evaluation critcrh was implemenaabh This portion of the analysis was
to dcfic  a set of implementable or ‘what to do- mcOmmaldations. Subcritcria included

such issues as -m -~o~ ==p~m ~ -= ~ ~ - ~-? *
political arxxptability ofapmkularrccommcndati~  and My, ~ Bytimelinms

wc mean “should the rccotnmcndation  be tipkt=td (1) now, (2) in the near-term (3-5

P). or (3 h the long tmn (kyOnd 5 yMKS)r

To evaluate the aitcxia against the mcommcn- a weigtig Schanc was

devised: (1) highkasy, (2) modcratelmedhttn,  of (3) Iowhad= “N/Aa tncant ‘Bet
applicable: For- a ranking of one (1) meant that the=ommcdtion had ● high
vak agsinsta spcdc crhion or was easy to implement

‘lhc ho- axis of figu!c C-S ShOWS the
.

~ Even thOUgh our
initial Cllmng yielded 44 mcomtncttdatios  Upon closer cxaminm“on awed were

. .
ehnunatcd because of duplication or bccausc they could be mbsumcd under a broader

“what to do” rccornmcndstkm This was thccasc with scvml  Ofthc ~
.

on
.
mhmxtlmand~-

(1)

(2)

3)

Could a ddinitivc  set ofthc  mo5t important “what to do’ mcommal* be
vetld5umm18inin gaet?

Docstheddinmve“ “ aetidmtify theinidahs that would provide near-to-mid
~P===?
How might the~-aaosswak ~ kan acquisition
andkan madhdng?

Tbisplmoftbccvahmm“ W8sabapcd byaaolfcrituia  dodgnedto drive Outtbe

high-lcvaag&  “do-able” mmmdamm● These”anaia art Xcfktd to as@clks  anus.

The focus areas m drawn *m cutxcnt publMions on amcamMng govanmcnt
bumxmicsand~ David ~andTedGaeblcfs “Mlnmuing @mnmen!
(1992); James P. WotnacIGDatdcI T. J- and Danid ~ ?ke Machine Zhat Changed
to World (1990); Uul Michael Hammer and James Champy, Reen@neering 7he

Gwpmmon“ (1993). Forhstance an the studies argued that tk pltblio needed to trust and
&VC cotildcnce in the g~ This could be “ackvcd in Valious ways:
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streamlining, cost savin~  UC. The focused areas also met DoD and administration
guidelines for current National =01’llMllCC  Review  (NPR) goak

‘Ihe four focus areas am as follows:

(1)

(3

(3

(4)

Reduce Overhaad Tlw elimination of redundant or nm-essential  fimctions
isesscntd te@es. The COStS and bureaucratic“ to the creation of lean en
appalatus asociad with supporting non-essential functions places a heavy
“drag lkctor” Onorgahkm“Ons an&in p@cular,  DOD.

~~o- ~: -~Y Jh stream-, O~iUtiZfitiOnS tend to
& Wnskaccordm“ g to Scnioriqt ourconccp~  and one that is Oonsismt with
thc~is that the roles ad functions of pcmonncl need w be

.
~-=#== ~~~~~=avision of how it
isto stmamk knd what mix of pcrsom@ and skills is needed in cmkr to
achkvcthcdcsimdgoak

Maintain Puhlk Ihst and Contldence: Ia the ama of govcrnrn cm this is
one of the most aignifkant  issues. The public needs to believe that its
govmmcnt  (and tk orgdzaa“Onsthatmakcup goVcrnmcat) arc pufonning to
an acceptable standad This includes both how it opcmtea and the products
that it delivers.
Impact Ongoing Programs: Important to any implementation of
recommendations is how they can affect acquisition programs cumndy
underway in Dm. I’lliS is “pamcdady  important aincc there am fkw mw

m- ackhkdfwDoD.  Zhtt4ifcostaavings  am to be gained h
mfonrL * mustbc “achmvcd through impkmcming Cost-cfkctm“ changes w
currwlt progmrns

The Delphi tcchn@c  ● gain was used to ferret out the high-leverage
recommendations from the remaining aet (see Figore c-6). Pigurc  c-1, step 5 shows the
proccas as it m applied to * - M- ~ ~gmmmmdaions were
P+ ~“ g to f-majorcatcgorics:  @vemtn~~ T~
Proca, Inocntivcs,  and Othez Thccatcgorics  enabled tlETask Porcc to link the _
rccotnmcndations  to high impaU Although most oftkkcy maanmendations  fit under the

fkst tbxu cmgti some had no direct appkabilhy to the catcgork  but were judged to
have such a high-vaiuc  impact that they were”mcludcd  tmdcr ● category heading entitled
other. ‘Ike were three that H into this category educate and train the acquisition
worMorc&rcvicw  “~ -d -* pilot pgrams where acquisition and
mmgcmcnt  rcfomns m be applied .
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Figure G6: Weighting of &laJor Rocommo~ow

TIE recommerlda  “tmns were then evaluated by the Task Fomc adnst  the mitcti
.—.—

This final phase of the analysis sought to weight the~ in terms of Vahlc so.

that the kCJJ 6 to 10 =Ommcrlb COdd be fCKCtd OU& F@ue C-6 ShOWS the

analysis. A weighting schema was devised: (•) for high impact, (0) for
.

mdk-~ andbZa& indimingtbatm~~~ anachcd  to this Suggcstkm
Some comment is ~==eming  b ranMn~

We concluded that a wckkdtd -~~couldlead m~
and reduction of overhead; hoWcvcr: it might not ~ “mmcdimcly  to a rational
downsizing of b DoD “~~@*~@maintcnancc  Ofthc public
tnlstaadconwnce. Am&action  of owhead ~panicd  byamthW do-g Pk
however, would conttibutc to the reduction of thcg~t “~ (as indicated
by the high impact symbols). The ~dations dso chstcmd around the first two
Critcriz (1) the reduction in overhe@ and (2) the rational domshing of the ~.



\

..

The =lphi team felt that in a few areas the public ~ could be i!nmdidy raised and
ongoing programs would be immediately afktd ?hc “clustcriag effect-provided a time
dimension to how one might think change is effcctc~ and proccscs arc affected. For
●~ auch visible changts as CV= msuumum“ g would almost immediately kreasc
public uust (at least in b madwmng● Smorsaffected bythe ~g), and it
would immdmcl“ y affect ongoing pro- Based on this aaaiyais =vcn high-lcvcmgc

“What to do” rccommdations - idmtMcd

(1)

m
(3
(4)

CO

(6)

m

Educate and train tk aa@itkmwotfcf-
RcorkntDoD  to activity-based Costia&

~= P==-~
Adopt “tumkcym  life cycle SupporL

contract mmmdng.
. . .ImnlmKewofmilimry~

SnstitutclPm.

This proccas could be adopted by DoD as a way to evaluate how the various
members of the workf~ view what changes ahould occur m DoD. Such a proccas
would CIlmxe “~ l==- among an ~ X* kadmhipaadwOIHOrCe

c-lo



APPENDIX D

RECOMMENDATIONS FROM PRIOR STUDIES

D-1



RECOMMENDATIONS FROM PRIOR STUDIES
I. DEFENSE SCIENCE BOARD STUDIES

JL 199*Defenae Manufacturing Strategy
1. Govemmcdndusoy  Mamctum I&cOmmcndations

a)

- b)

c)

d)

e)

f)

g)

h)

Intro&e  the concept and pracdcc of Activity Bad Costing to iden@
non-vak-added activities that arc impcdirncnIs to * implementation of lean

.
m=f==w . .
Rcdnccxdmical  datareq “lnremcm by maldng use Ofpaformance

. .
qcdimomrathcr than “build topin~” Pamitmnukmrs m retain
Configuration control while the govcrnmult retains cormol Of form, 4
fi-ion, and intcmhaugcability.

. . .Mmmuze use ofditary specifications by, for exampk adopting instead*
Intmatiod manizition for Standardhtion (ISo) quality qmem standards,
the Iso90008uie&
Phtize defense contract auditing by petxdtting andit to be done through
~ accounting k m need notaacrMcs any VisMl& or
acc~● and would allow costs to bcconmllcdbycompcti?ion  forthc
business

● .~the tracking of govunmcnt-fbndshed  quipmatt (GFE) having a d
residual fair market value (FMV) less thau $10,000. -t oontracws to buy
asscrs atFMV andlor rent it at a *~Y~ “  ‘d*-
Veluc.
Sponsortk cxcation of a commi&maimilartoti  Base Ckmlrc Con@s&m
to* and downsize tk public ~ of the _community (-
asscna&laboe Fcdcndly Funded Reseamh  and Development centers
_ ) . @ .  m-_tOtk~(mhould bctoutil&
thcxsectorwhcrcvm-
EsWish metrics and srrctch goals to atimulatc and measure PfW= -
the Viaim Atthc top M thescmightincludcm  tio of DoD/indq
pusonndinthcDcf- Mmfacmhg =- Pamttage of defense
products mmlfamdoncommcmial (dual USC) ~ and number of
tencgotiatcd  contracts and dollars aavcd. .

. .
Mamtaln * mist Ofthc public by dying on Oompuitivc pricing Wkrc
~- Udlizing past cxceknt l=f~as a basis for fimxe awards; and
ensming quality of the enmrprise by having accodng firms comkt andit%
Form atmn ofstakcholdcrs h DoD, Con- OMB, and industry to
OverSce Ihc lean Dcknsc ~gEnqXisc as it cvolVo&



2. Tcchnicaf Froccss Rcconuncndations
a) Adopt “mm!@’ life cycle aupport where a aingk contractor develops,

pro- and supports a product or system from its inception until rctiremcrt
b) Adopt integrated product and pmccss devdoprncrtt  (IPPD) as a managanmt
p==~~Cnurprise-wide Comdimul“on of all aspects of DOD activity,
including the change to a kan Defense Manuf-g ==@=.

C) hwc$tin tcchnolo~forfkxiblc dual-use mdimurhg to enable defense
products to be made on comtnuual● productlinca (and vice versa) Withl10
diffuulct in unit cost The current sCiutCe and Technology (S&T’) Strategy
for -7 (’?tiOiOW for AffOr@@ity) woxkahotdd be ~ to serve
thisald.

3. Wcommcada?ionsRclarcd  to btivcs
a) Introduce ascrics of awards for individuals and mganizm“Ons to recognize

contributions towards achieving the kan Defense Manufacturing ~
‘Ibcsc awards should be well pub- substandd, hi@dy regarded, and
fairly applied

b) tiinccnmm“ forcontmctm to prdcipm mthwmdly in the acamh for. .
. .effbmos and swings in ongoing programs and in m proctmmc!tts

4. other Ikmmm&dons
a) Apply tkcollccpts of the kan Defense~g Eate!prisc to a pilot
PZ in * area of rea&ess and - Wing as many of tbc dctaikd
recommendations as possibk,  task the Joint h@stics Command (JK) to
irnplcmcnta program to enhance the cfkkncy Oftbc overall apams
pmmmmmtaud dcploplzlt aotivity. This program does not take the p~ of
the ovcdlprogram; however, it does provide amcans to quickly implenlcat
this apprwch within the ut-

b) Educatiatandtmining inkntt manufhctdng  win bc~for the entire
defenseembMment (public andprivam). .

B. 1993-Acquisition Reform
1. Broadcnthc Pm===t of c~“ products

a) EffcctMyimpkrnent and enforce the usc of DFARS 211 which* the
.rqmmcntfm  cost Or pricing data and @chnkal datarights

b) hItpkfOUttthC=- 800pancl =mm&dms by Iegldation whcmver
possibk

C) Supptmthc  - kgidadvc propods ofthcscuion 800pancL
d) Subsdtuk COmmCrM item descriptions for_ in every pmmement  of a

cornmcrcial  item. The use of aDol) s@&atkm OrprOCCSS ~ *M
be pdtibitcd unless it is the only practical al?cmad~
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2.

3.

4.

5.

6.

7.
8.

Xncrwsc the use of simplified pmcwcmcnt procedures by SUppOIt the @ishtivc

proposal of the Section 8(XI panel to raise the threshold to S1(X),000.
Reduce l’clisncc on cost Orpking da=

a) Ehinatc cost Or pricing data - there is adequam price competition or
Whcrcfhirand mawmabk price can be established through “other means,”
a% independent price analysis (via market~).

b) su~thc~m 800pancl’sx===@u=“ that thcdcfinition  of
- pficccom*~  bccxpandcd  and adopt m dcfidion m the
DFARS.

C) Sqqmrtthc section 800pancl’s rccommaldation  to make~t ~
current  $500,000 threshold for submissim of cost or pricing daa

Select some rndtuaial - which am ~ by - commcmial market but
arc also imporrant  to clef==* @=@ -~ ~ ~ ~- ~
Withcorm=dlpradc=
select two major Unii%d ~ds andincmasethcirrniliuuy  systems
capabilities fortcchnology  ”~ =d =@==B ~
Prcparethc 5rst ofascries  ofti w fbr~” ~ ~w -~
detail goak action ~ - -* - -~ *“
Establish a stsnding outside Review Group
EstabMh a compdmsivc ~● trainin~ oommlmidorW and outreach

PW= fm govcnlmca indusay, and the publk
C. 199kEngineering  in the Manafactaring  Process

1.
2.

3.

4.
5.
6.
7.
8.
9.

1 0 .

DcpsecDcfarlicuiatc thcDoD~  P-”
De@edkfdesignatc  a champion fbrintcgraWJ  product and process and for
Dual-u*Mfg ~f=

a) Wo&ng with USD(A)  and SffitO implunait the philosophy.
b) Ed “~~lk DsM~~~
c) Instituting rnculcs“ (~g+)m inccntivcstodrivc  changc.

UsD(A) modi&post-Mikmc I development_ to take advantage of S&T
reduction in*
UsD(A) incmpo= IPP in psM@smc I phases (pmccss manni~ _).
USD(A) inccndvizcindusay usc of IPPbutavoid IPP how-to specs -
DDR&E impkmcat IPP and exit aitcria in ATDs.
DDR&E ~ caphibs“” fmcatiylcarning through modeling and simulation
DDR&E maxitnk draw on modem commedl  capMitk
DDR&E conductr=mmmdd  eqdmmts (on new ormodificd  A~s) to bca
Catalystfixchange
Continucjoint planning with P&Land Scwicc Ac@sMon E%ccutivc5 to ~
IPP continuity.

m



D. 1992-SirnulatioA, .Readiness, and Prototyping
1. The DDR&Eand  T&Ecommunities  and the Scmices ShOttkk

a) Establkb and cnforcc  standards and protocols to facititatc  the intcropcrabili~
and reusability of ADS tools and teChIIOIOgiCS  m tmkhtg and ma=
dcvclopmcn~

b) bOIpOrStC  atandards  and ~toccis into di deldOpltlutS  and p~~~
which contribute to dancing the ADS cnvimnment and its USC.

c) Fully intemct training rangc& test facwcs,  labomto*  scrvicc schools, and
indusuy, and make them DIS COmfMltibk

2. l’hc CKS and DDR&Esbould establish a conmandy available ADS joint warfare
ctwironmutt and build on “cxlsting technology.

3. llcDD~ the T&Ecommunity, attd the-shotdd oarry outascrics of
~~ ~ ~o~~- x * ADs =~t to:

a) Rdnemilhary hardware cottccpts and requircmem
b) Explore opportunities to shorten dcvclopmem time

4. DDR&E should $ivc pSiO@ toinvesting in ADS tools and tcdtrIOIO@c&

5. 711c DcpsccDcfshotdck
a) Direct pmcuremrnt of ADS tcchnoiogics m amodularhvolving  _ which ‘

CIOSdy  COUpkS users and dCvdO~ and exempts ADS from the 5000.1
proc~

b) Select and exeam several acquhidon pro- which ~ CfItplOy an ADS
uwirormtutt  for all stqx ffom concept for fielding to build confidence m
modification of 5000.1, to include fast track and step Skipping measures.

E. 1991-Weapon Development and Production Technology
1. USD(A) balanccprodudon  process with product technology R&D investmcn t by

establishing a production process R&D plan (DDR&E), and imeasing emphasis
on the ManTcch prognum

2. USD(A)  desigttatclcad-the-fleet programs tocffiiintcgradott ofon-time critical
&taikd  planning for the catirc program life* from quhements tbIDU@ *
end of the SyStCm’S scrvk

3. USD(A) rcducc  the barrkrs to manttf-g _ _  by “hOW-tO”
spdfkations,  procurement regulations, andcostaccmmhtg standards.

4. USD(A)conductittdustrial  bascstudics forindividual  defense Sectors and
irtcorporatc  results into stra@c @an& including the annual Dcfcnsc Industrial Base
Rcpon

5. USD(A)cap_onon-goirtg  stmtcgic plauningefhrts  oftb ManTech pro-
and begin development ofa broadcrDoD “Dcf~ Manuhctming man” that
encompasses all DoD technology, acquisition and human resource activities related
to defense manufacmrillg.
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6. USD(A) ahould takadvsntage  of all existing means to incum“vizc industry
investment and further defense InaImfactunn“ gtechnok)gy  and OpC!’StiOll&

F. 199Himultaneous  Engineering of Defense Products and Processes
1. Modify acquisition timing andcxpcctations  and _ M msm dkldO~
2. Mo- organizations snd ptiCCS.

a) Establisb m rcladonship&
b) Modify business pmctkes.  -.
c) Integrate design-to-cos& perfomlano& schedule.
d) Mablisbaqnkhkm~ ~-~~

3. E&a&b X@sitkn Workfm
G. 1989-Use of Commercial Components in Military

1.

2.

3.

4.

5.

6.

Equipment
The SccDef and UsD(A),  as a~should dixcct the semi- Du and tbe
Omceofthc SemuaryofDefensem  take appmprk action to implement
establishing a~~ d=~“cm program, using mimcimits as a Cssc
study.
SccDefabould  dktall Sdces to cOoperW Witb bldwy in &e development of
tile Opcasystuns  architcctuml Standards fabotb hardware and Sofhvam If
Wan’an* these smnduds  should become the basis faan fbtule hal’dwsre  and
~ -=
The pilot program proposed lcgislatb should be submitted to the COngICSS and
should be vigorously mppmed.
SecDefsbonld  eamblkb aDimtmte fmCommemd●  -~-~

UsD(A) and dirccttbattk  Sennces“ and DLAcstablisb ordesi~ appqxim
. .

~=**~ - ~-g~
mad UsD(A) abotdd cominueto support actions amdated with the
EnhmCing ~AquMion  report at a high level of attention and in-
SecDcfand UsD(A)  sbould continue to sapport the GFPWDOD proposed
-~====—“ WIk~~ -~ ~

H. 198?kDefense Inhatrial and Technology Base
1. SccDcfshouldestabkb pemlaumt --level mechauh to dctcnmE“ industrial

and technology base ca@litk
a) Compam witbnathal o-
b) Devclopnathmalpol  icyinitiatktomco  ncik difkmesbemveui indumisl

and tedmology base capaWks and nathal @ objectives
2. Ixnprovcthcplanningm echsakn afkting surge cqabilitk

4 SccDefahodd  issue guidance on @arming, pmgmmming  and budgeting to
~*Eg *=B
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3.

4.

5.

6.
7.

8.

9.

10.

11.

12.

13.

b)

c)

UsD(A) should incorporate decisions on surge capability acquisition stratcgk
at the dcf~ acquisition board dkstOnC review
KS should develop criteria which wiil trigger futther procurement of foreign
vulncmbil@ buffer stocks and O* induMal surge needs based on all-source
waxnings to enable DoD to order “surgeon wanting.”

DoD shmdd iXIlp]CInctlt  thOSC  policies and procedures ncccswy to adequately
Computsatc and mval’d high quality tcchnid mlcnt
DoD should propose an Or’giUliZttiOIUd SUUCMIC forsckctfacilitks  which could
enable - sector OpCltUiOtl  under govcmrncn t control

USD(A) dmuld develop and implcmcnt c=- ~ intcgmtcd policies to effect
industrial base dcvclopmcnL acqdskion ~ and comhted scmicc
impkmentdm
USD(A) should itnpluncnt asct of consistcn t and integrated acquisition policies.
Bccausc ~ has profound influence On the abdity of indttstry to Slltisfy DoD’s
evolving needs, the Seclkfahoukk

a) Rcdirm the impomlncc of IR&D to DoD.
b) Detcnnb Ill&D cciiings in the context of long-term asmsmmtt of technology
~

c )  -  tbcexistln“ gmethod of IR&D/B&Pcostrccmery.
UsD(A) should ensure that procuremcnt policies and the competition adv-
P~basccompctition princ@@ on total product quality, good business
practices, and not just compctiaon  forlowcst ~
DoDshould tmdcmke torcversethcdc  “=mratkm Ofthc Inaridxtc segment of the
industrial base to Cnsurc the credibility of our Convemkmal dctcrrcm
Further improvements should be made to the policies govcming the= of best and
final Offm

a) UsD(A) should conveac a high-level joint govemmat t-indttsuy  group to
consider fhrthcr modifications of mgulatiotts govcrning best and find Off=

sccDcfshould support Cmettt in*#ttions and any rcsttlting ~SCCtttiO!tS  to
enmxe fair, firm, and rapid resolution
Semefsbould institute policies which will~ dtat fl dcfcnsc COlltmCtor&
SUppk& and COndtxtU adopt and adbcre  to suitable codes of ethics to govern
their business operation& :- .

secDef Sbouki Cnaluethatgmemment and industty managers have adequate
Imowkdgc  of relationships among consultants, suppliers, and the govcmmem to
avoid posiblc confiim of _

L 1987-Defense Semiconductor Dependency
1. support “~ofaS “Cmtconductor  Manufactuting Technology Institute.
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2.

3.

4.

5.

Establisb at ci@ IUliVCdiCS  _ of Exdcncc  for semiconductor science and

E@=@&
Inmease  DOD spending forrcscamh and development in semiconductor matdaQ
&ices,  and msnufktunn“ ginfmstnmxe
Provide a source of discretionary fimds to the Defm Dcpaztnmat’s semiconductor
Cuppliel%
Establish under b Dcpaxuncnt of De&me a Govemment/industry/ud-
forum for semiconductors.

J. 19W&Use  of Commercial Components in Military Equipment
1.

2.

3.

4.

5.

6.

USD(A)changctbc “~ process to include a “needs” document  ~
includes UmnmMhm“on traddfs and sckcted commcmr  inputs.
AsD(P&L)  Ievisc FAR to implement polick _ and procedures for
aquishim Ofcommemd“ pmductssndusing  commemMpmcdce&
AsD(P&L) smgthen  * emphasis on* spdicadons ad Staudads
initiatives=Mil Pfimc,  Commcmial  ~ons? smamlmm“ “ g,valiable
envimnment&  etc.
AsD(P&L)sbifttbc  integrated “- pmmmnem  -m include removing the
precedence of MIL-SID-454, Cerdfying designs and proces= vs. parts$
mcamhing the ML drawing _ aud adopting a milimryliiustxisl

DAE and SAEs give PM dkdonmy-~=~-~
products when ~
DAB and SAEs implement pilot programs tovalidme -ts of legal regukty
cxcmptioals expkit in Commera pmuice&

IL DOD STUDIES
A. 1993 DDR&E-Technology for Acquisition Reform Study

1. Makcad- dkihtedaimuhon“  (ADs)tkky &cision maldng tool Witbio
theDoDacquWonpmccs&

2. BmadlyimpkmmtIPPD  andsclect afew%adthcfkct”  progmnm
B. 1993 DoHtreamiining  Deknse Acquisition Law Executive Summary:

Report of the DoD Acquisition Law Advisory Panel
1.

2.

3.

“ 4.

Ease of SdmWuaa“on- a * *  ~‘“ forcommemd“ items to be used
tltlifotdy throu@out DoD (study mcommcnds new Mnition).
An eqandcd aemption fa ‘w price com@ion’ in tbc Truth in Negodation
Act.
Reliefflum imppr@m mqukmenls forcosta@cing datawha Wntract for
cmmemid items or-awanfed Compctidvdy, is modiiid
New awmptions m~ ---m ~“ item ~

D8



5. Anew~ for “Buy American” restrictions  in a proposed new cluqxcr on
Defense Trade ~d CoopcratioIL

6. Ancwsubchaptcrof  10 U.S.C.S2302 forcommcrcid WX@SitiOIiS which creates a
ncwrldc stmchne sod pnwides exemptions forstatutcs that create barriers to the
usc of commcrcid items, and inciudcs provisions on pricing, documcmatiou and
audit rights milomd for commcroial item acquisitions

C. 1991 ISAT/DARPA-Intelligent  Manufacturing
1. Establish kypilot programs.

D. 1986 Blue Ribbon Commission on Defense -gement—A Quest for
Excellence: Fhtal Report to the President (Packard Commission)

1. National Security Plannhg  and Budgeting
a) Dcfcnsc Pian should start with a compmhmsive smtcmcm  Of national security

objectives and prioriti
b) Mdcnt should issucprovisiord five-ycsrbudgct  levels to the DoD.
c) SccNshould instxuct JCS to prepare a miiimry strategy for national

objccti-
d) Chairmm should prepsxc broad militsry o@-
e) Cbahman should prepare anew mcssmem of the effcctivcncss of US and
m Forces ss COIIlpSld to those Ofpossibk adwmarks.

f) Presidmtshouldsclcct  apsrddarrnilhy program and thcassociatcd budget
level.

g) ~t should submit to Congress two-ycarbudget  and five-year plan on
which it is based,

h) DoDshould  present budgctto Congmsson basis ofnadonal strategy and
z~ COncCpts rather thsn kc items.

2. Military @ganbtion and Command
a) ~JCS should bc the @ncipal uniformed mihary advisor to the

Prcsiderw NSC, and SccDcf.
b) Joiat Staff and Organization ofthc Joint -of StafYshould be undcrthc

exclusive “dK=tionofthcChairmm
c) commands to and ICpOXX by the ~~ should k channeled thrOUgh the

d) Scrvicc Chicfsshouldscrvcas members ofthc JCS.
e) M&d commanders should be given broader amholi~ to sUuCtu!e

.
bordmaE commands, joint task forcc& aud support activities.

f) %Mfied Command Plan should bc M to amne “mmeaaed fkxibiiity.

. .
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a)
b)

c)
d)

e)

f)

g)

h)

i)

o

k)

o

Crcae new poaidon - Under SecrctaIY of Dcf- (Acquisition).
Atmy, Navy, ad @r Fomc esmblib compambk aenior position filled by a
Residential-.

..
Establish ahorL unambiguous Iiucs of authority.
- all fdcnd atamtcs govcming pmcmmem into a aingk
govanm=t-* ~t~
JointReq “uucmmts and Managcmcat  Board ahould be co—dud“ bythc
USD(A) attd the Vii Cbirman of Jcs.
DoD ahould make grcaterusc ofwmponcn~ ~ and scrvb avaiiabk
“ofFthc-abcK”
High @ority ahould be given to building and tcstiug promtypc aystcms and
subsystem bcfbm procdng with flln”scak dmmlopmcnt

.@cmtmmd tcating ahould begin dy in advanced dm@mcnt  and contimE
through filll-scak dcvelopmcnL Uaing pmotype ~
Fedora) law andDoD mguhkms ahould pmvidc for substantially incmasd
Uscof ammcmM-styk oompetitiom
DoDahouldfidlyhtstimtionak  “badmm“ “ g“fmmajorweaponsy  atemsa!tbe
. . . .
~ ~~ =-g ~
DoD and CongrESS  ahould expand tho usc ofmtdti-ycarpmmmment  for
higiqniority q7%tem&
Tile RcsidcnL dEOU@ thc National SCCU@ _ *UM -M a

a)

b)

c)

d)

Contind fw—==f~ of f-civ&aadaiminallaws
- defense acquisition.
Dcfknse~ must promulgate and Vigilantly CBforcc  codes of ethics that
addmas the uniqoe problems and procedures hcidcat to dcf~ ~
DoDaholddvigmody . .admlms=cmrcatcthics  Xcguladons  fmmilimry and
* ~
Ove!might  of&false con&actoIa mustbc bcttcrcooxhad among thevaCious
DoD a-and Con-
.
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c) Govcmrncnt  actions should fosur contractor self—govcmancc.

f) TIIC Federal Acquisition Rcgtdadon  should be amended toprovidc  more

plecisc  criteria

III. NATIONAL RESEARCH COUNCIL
A 1993 NR&Breaking The Mold: Forging ● Common Defenae

Manufacturing Vision
1. ‘Ike mustbc amajorinvcstmuttin both “hard” (egq pmceas  technology) and

“soft” (+% education and -O=~o@Y .
2. DoD mttstinvent its own uniqucchangepro~ new Defense Msnufscming

strategy
a) Crcstca  vision of manufacturing
b) Cmste a working cadre
c) Select achangc strategy
d) Communicate thcinidadvc

B. 1991 NRC-Improving Engineering Design
1. Dcvclopbetterworking  relationship between acsdcma“ andindusuy.
2. Forma National Consortium forEnginccrin g m OWED).

C. 1991 NRC—The Competitive Edge: Research Priorities for US.
Manufacturing
1. Research in the area of indligent  manufactauing  control Should be aimed at

a) Developing technique-oriented communication standds
b) Refining sensor tccbnology m dautiutegmtiotu pattern tecognitiou and

actionshle  modek
C) Building bOWICdgC - Of deai~  XLtadactmm“ g,andmanagcmcnt

intelligence that can adapt to changing howicdgc  and Org$mization smwmms.
d) Creating a dynamic model of rnanufamring.
e) Idcntifjing ~yS to usc the human-tnachhtc itlterfkc to facilitate learning m an

inregnml environment
f)~“ g rr@tOdS to accommodate holistic mscarch in a production

envimnmaL
2. Research ShO@d fOCUS Ox

a) Needs in the areas of matuials science and en-h =P=~
b) Rcviscdcducation prtii and ob~~
c) Methods for bcturrntegrating ~ - - issues m manufkmring

paradigms
3. Rescarchinthc ama of product realization proccss should be -at

a) Dcfii&idcntifjhg  apedic  inmmces OL and developing intelligent ima~

D-n
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b)
c)

1dcntif@g and Wddkhing  th nX@itC Collimations mong iIIiagc&
Devising an~onsuuctum  in Whicb these concepts can be made
Opcrationd.

IV. NATIONAL SCIENCE FOUNDATION
A 1992 NSF—Fund amental Researcb  in Manufacturing for National

Competitiveness
1.
2.

3.
4.
5.
6.
7.

Enhance @cbnology  tmlsfer  to indnsuy.
Euhance Coodndm Of fimdblg Witbin govcrnment agencies: team up f-
agencies to impiancat new programs to complement NSFS basic mscarch mIC k
manufacturingg =-b
Build intcrhccs kwcen  mscamks from difbnt univcmi*
Rebuild the univemity inflastructurc.
Broaden manufactming mscarchm-
Broadcn education jxograms in manuktwhg.
Reorganize NSF to bet@r _ “mMecmalmsoumesin ~fi

V. OFFICE OF TECHNOLOGY ASSESSMENT
A. 1992 OTA—Building Future Security

1. DoD mustmak -efforts tocxploit CMlian technology.
2. Thcgovemment sbotdd ensure thatan essendd capabiii~ continues to exist m tbc

DllB.
3. Funding fathe MTB should mflectthe fhctthatitisacritkal  component of U.S.

national secmity.
VL SERVICE STUDIES

A 1992 Ah Fome-=hlmmfacturing  2005
1. Adoption ofaixkcy~g ekmeats  IPFD, sekcdvcimemational

sourcing, quality f- flexiilciagik mdktming * parmering,
commcrciah-~  intcgrath  .

2. hnpkmaltation thfoogh pilot programs, f~ on both program and industrial base
impacts

B. 1991 Army-Simulation Strategy Summer Study
1“ - *~~rn* f- ~--pmmypcsthroughout  allphascs Ofthc
f- d-m=-d~-w-v==s

2. Mandatethc Ekcmmic BaMefidd for eady evaluation of opaationd utiiity.
VII. OTHER STUDIES

A 1993 TASC-Comp~tive  Assessment of the Defense and Commercial
Sectors
1. USD(A) should conduct activity-based case studies on dlc engkc!illg  Wol’kf”

to assess b impact of DoD acquisition mquimmcms
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2. USD(A) should conduct acomprchcnsive suwcyto detcnninc the cxtcn~ na~
and causes of bo~ integration and segregation

3. OSDshoulddesignate asingleofficc with primary responsibility forcoordinsting,
collecting, and distributing = agency data within DoD.

4. OSD should Work closely with orher Fcdexd agencies to enhance the Uscti of
this data forDoD.

5. OSDshoukicncouragc  BLS tomakcawdlableit  indusqdoccupmion database at the
four-digit SIC kvel.

6. Federal Washould  be incotpti into thc IXf- Industrial Base Information
System to be ~tablishcd under the Defense Pmluction &

7. DEIMS transktor should be updated to accurauly reflect fidl contributions of lower
tier suppliers.

B. 1992 Carnegie Commission--A Radical Reform of tbe Defense
Acquisition System
1. The SccDcfshould undcmkc with high @otity a radical reform of the dcf~

acquisition Systcxl.
a) Conversion from a regulation-based system to amarket-bssed  system.
b) The current system and the new @cc-base, co~-e system would
_ h -1 for=- ycm it would be possibk to move most of the
procurement acfivity  within the first four-year mm.

C. 1991 Council on CompetitivenesMaining  New Ground: Technology
Priorities for America% Future
1. MakemscsIch on generic industrial tcchnologi~ a national R&D priori~.
2. bate U.S. economic climate mom conducive to man~g’ innovation ~

investment in technology.
3. Commmdxthc  priori~ of tcchnologyandcompctitivcncsS to the American public

andinvolvelreyp  “ohcymabg bodies more closely io the ~,
4. Develop ptdiCkS and pm- toensurc that -has a world-dass technology

.

D. 1991 CSXS-Integrating  Commercial and Mflitary Technologies for
National Strengtb
1. DoD should adopt aprocurcment strategy that places bigher prior@ of cm,

_ ~~vcMst ~d indd ICSPOfi-CSS through linkage to a broad
mbmuctm wherever possibk

2. Support clmificstion of the Compctitionin Contmchg Act to anew “effective
competition”

3. Suppoxtmodi&ationofTfNAt oexempt cmnmemid companies or business units
fiwtn the cost or pricing requirements of the ~
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4.

s.

6.

7.

Amend the 1983 supplement to the Defense Production Act to allow “market
acceptance” as one of the evaluating crituia for product ~om
Accept the Defense Management Improvement Actpmposalto ediish a “list of
souTccs  fm repetitive co~ w====”
Enact legislation to make COOXW indu5Uy-laboratory R&D Ventutes an explicit
mission of the federal and national hbOrWOIiC&

Support an DOD initjadves tit - Out.of b - actions (including those m
the joint govunmcnt-industry forum on”legislatk clauses konsktmt  with
commdakstylcbuying~“ that arc to be waivcdtiappropria@.

E. 1989 CSIS-Deterrence  h Decay: The Future of the U.S. Defense
Industrial Base

1.

2.

3.

U.S. must maintain a dcfm industrial base that is cf&ien& compctitiv& and
flexible
Exccutivc  and legislative leadership must mrganiz * -y they msnagc the

gOvemmmt’s inlmhmxncnt  in the (kfCnSe industrid  b to tab account of the
redidcs of tbe base as it exists.
The goWsnmUU mllstfinance special i==tiws to amact the best industrid dent
●vailabk

F. 1989 ADPA-Manufscturhg  Technology: The Key to the Defense
Industria}  Base

1.
2.

3.
4.

5.

Establish an OSD Plan for h4anT*
Expand the ManTcch budget to a kvd sd&icnt to 8CCOmp~ the ob~ves of the
plain
Detnonstmro and pursue a dear link~ ManTdi and mlatcd  DoD inhimks
Establish a malisric  set of goals and risk vs. reward ~“  forManTcch
W@==
Pmsuc implementation and innovative methods of @chrtology transfer.

G. 1988 IDA-Concurrent Engineering Study
1. DoD should adopt curmntcngin=ring a14thctefotR &termmc“ how tOitIlpkttlUlt

itin the acquisition procoas
H. 1988 IDA-Defense Acquisition: Obsemations  Two Years After the

Packard Comrnisdon
1. Orgmb@Q

a)
b)

c)

TIE Sccrmry should delegate aquisbion  policy autbityto UsD(A).
‘Ibc Seuuary should act to standardize and_ aquiaWn oversight and

policy rcsponsimtics  within* s-

Tb Secrcmy  dtould revise dimctim to clearly Utablish the program
manager’s dedsion authorities, and ebinate mtanagcmcnt  involvanalt by
staff ha tall levels.
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d)
e)

Tbc Under Sccmtary should rwicw his staff for possible rcductiots
The Sccmtary should direct the Under Secretary and Scmicc Acquisition
Exccuks  to consult with Conp in developing a plan forxeducing the
micro-rnanagctttcm of programs by Congressional staff, and for consolidating
-g ~~

2. Decision-Making WXcsses
a)

.

b)

c)

d)

e)

W Sccmtry  and Chaiman of the KS should review the dcfcnsc program
and budget with the president and Con- = soon as possibk after taldng
offi m order to achicvc an agrccmcnt on tile defense fimdin~
Tbc SecmuUY sbdd direct the Under SCCIC~ and tbcDAB to review thc
ongoing acquisition program and Offer akrnatk acquisition programs rhat
rncct~w fiscal guidance
The Sccrctary  should enforce a long-range strategic approaching the acquisition
decision-making process and direct tbc Under Sccrctary to develop better
long-range planning tools.
‘Ihc Sccmtmyahould usc the Dcfcnsc “Gwdancc as a strategic pknning tool,
and discipline * rcsoume-allocation proCcss artd acquisition process to
comply witb it
The Under Sccrcrary should u the DAB to discipline the acquisition pmccss.

3. PoIicyand Rcguhtion .
a)

b)

c)

TIE Under Sccrctary and the Scmicc Acquisition kccutivcs ShOuki tkvclop
more uniform rcgukti~ and require that tbey arc uniformly intcrprcred and
appliccL
TM Under Sccrctary should aggressively suppxt Xk&rtsc Brttcpisc
p-* a vchick fm -=~ -win ~-.
The under * should SaiVc to Climinm barrkrs m the USC of
mnmmial-stykcompctition  and thcusc of commcdl  products Whcmver
militarily ~

4. Managcmuttof  Pcrso~Tcchnology,  and dtcbihstrid  Base
a) ‘Ihc Urtdcr Scmtary should upgradcaud standardizcthc  crhcria  for

b)

c)

d)

-UICC,  d=tioIL and training for all~~
The S-should d@ct the Under_ to cstablisb program
management career incentives to retain ex@mced WV’= -s
The Under Sccrcuuy ~oadd assign a senior staff munbcr to monitor programs
and dcvclopmcnts m acquisition personnel matlagcnlcM
The Under Sccrcrary, with the DAB, should COIlduCt  an annual strategic
review of “~ m- -g t o * and whnology programs
and the industrial and @tllOIOgy base.

D-is
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e) W Scuwtry should WOIk with the Executive Branch and Con= to
tkvdop itqmnd %vCh@  doot’ k@sktion that meets tbe publics CO~
with ethics while reducing the thnclal“ barriers to government Suvia.

L 1987 IDA-A Perspective on the Defense weapons Acquisition Process
1. Research should continue in the area of the deknse  weapons acquisition process

and it should be pursued along two paths:
a)

b)

Sckctspccifk  initial“VCS fm mom detsikd cxanhm“on as to their impact on the
--_ =d w-- contributed poshivdy  or negati~y m

Expand the decades cqcrkcc  compa pattiddy Ofthc 196(& 197Q
and 1980s in terms of program outcomcsa

J. 19S7 CSIS-U.S.  Defense Aquisftfon: A Process in Trouble
1. Con~shotddemaMkh a mnmission tocxamine the role and responsibility of

Congress through all stages of* acquisition ~
2. h broad SCtiO~ to aid govcrnmcntin retaking and atmwting diclcn“ tnmnbers

of pdMOnal competent qukhion pcrsomd●

a)

b)

c)

Mak full use of%blic Law 313 criteria to retain and attract qudifkd

Rcstmtm and rechdfyjob  desdptions  and prof-  qdfication

~to exMLue an appropriate matcb between CAtical positions and

-i~
-~training and educatiortal ~“ “ fmacquisition
personnel.

3. AGcneral  Advisoq Board on hkise AcquisMonshotdd  be form- with
congressional support

a)

b)
c)

d)

Itxludc~and kgislah brattob rcprcsmtativcs  and experts from the
prime sector.
Would monitor the impkmmtation  Ofaqaisidon  !cfonns
would ptcpam annual rcpo13t to Congress on tile progress being made toward
improving national capbiks

.  .  ~ * _

would be cbarmmd fm a maximum of five ~
supplement-sunun8ry of Previous Recommendations  on Department of
Defense Aquisitio~  4 November 1985
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APPENDIX E
.

BRIGHT SPOTS

.

The process improvcrnent approach can work in the DoD entuprisc.  Grass mor,s
. . .mtmtive$ which U!lbOdy tk @lCipks Of the kan DCfensc hian ufhctuhg Enter@c, m
sprouting up throughout the Scmiccs and agencies. These bright spots can be the building
b16clcs for continued dcvclopmcnt and expansion of process irnprovcmcntin the DoD. -

● Air Force Lean Aircraft Initiative (LAX) includes academia
(Massachusetts Institute of Technology), industry, and the gOWIIUUM,  ~ is
making a dynamic change toward lead practices and processes. The
Manufacturing 2W initiative estabbhcs  pilot programs to demonstrate the
combined efforts of manufacture“ g technology and lean acquisition practices.
The Manufacturing Devebpment  Initiative (MDI) focusos  on concurruu
development of product and process during the acquisition of a weapon
system.

● Army Integrated Development Team Acquisition Initiative is a “
series of training and education bxic~ to encourage formation of integrated
dcvcloprncnt  tcaInsO .

● ASD C31 Business Process Reengineering  program provides the tools
and methodologies for formal process modeling and process improvement
&fore investing in process automation

“ Congress/DoD Section 800 Panel report presented rccommcndati~  for
s@fic and far reaching ChSIlgCS to acquisition laws.

● Congressional Defense Acquisition Pilot Program, mandated in
section 809 of Pubsichw 101-510, authorizes DoD to nominate Proz =
pilots to waive selected statutory and regulatory rules to improve the
+~on process =d &st ~wti~ &-

c DLA Corporate Contracting is a prototype to combine rcqbnts in~
sole source long-tcnn contracts on a corporate basis with major supplicIs.

● DSB 1993 Task Force on Defense Acquisition Reform defines the
scope and method to comprehensively modify the process by which DoD
ShOdd acquire @ods and senke&

● Joint Logistics Commanders Flexible
Manufacturing (FCIM)  is a joint initiative
industry cross-functional teams conducting

t and cycle time rcductioaimprovcmcn

Computer Integrated
which includes DoD and
experiments in process

.-



thOSC systems mqukd to mCCt the projad COlltiIi~o Dohrs should
include the logistics mstcrkl pipeline, ss well ssuhsmcmm costs to include
mstcrkl msns~ mpsir depots d oversight snd HQ ovczhcd

● N e w  wcspon $y=em  value per ime$tmm t dollsr sad rclstcd infrastructure
dou$r Spalt

Ina vision thst iucludcs SthfdSbility through Commudd  pmcdcc& murics-to
be set to monitor pcrfonn~  tmvsrds dud w&sommdsl  producL  such metrics
might include Co5t of~-~cktoud dclivucd m

b the pmposcd awimnmm t Of ”mnova @as” Sad Iimkd production the sbility to
produce @ddy in msponsc to ● contingency will hsvc 8 direct comlation to DoD

Thus it is impmtivc thst metrics be estMsbd to support a continuous

im~t ~ - ~ -Y -= ~-*-8-O-
Contingcnoy. Exsmpks of~ mcmm“ wbichdXivcimpmvcd  pcrformsnceinclud&

“ Non-wbsddcd  Costrcmovcd/tdlsbor=
“  SUpplicccm-timcquslity
● Omtimehaus

“ %mtOfComact itans ddivcrd by due &e

Intk CuKat  bndgetuisi& his imperative thstDoD intanslmdrics  be estdmhd

tocn5urcinf~ and discctpmesscs  Sfc bdsxKcd  with tdmology  ixmmnuu Snd

- -  f~ W-amcmicto comhmody drive down “ “mdalect d Ovuilcsd
costs, througb  process improvcmcnt$  which drive Out non+aluc-added StCpS,
.
mhSmmxeco5ts win iDacsscto m “~ ~ of~~~a~ budg~

SadXc@ncSS Win$ufkr. MctricslVhichmigbtbc uscd8tlowcrkvelsto  mcasurc P-
towsrds  sffoni$bk$uppmmightinclluk

●  111-tmYtnms(tot81 -~uxxwtmsexislin use)

Metrics could be setup thst monitor tk
●

—m-mhmU madcinthismporL

Such metxx$“ khuk

“ NumbcrofpeOpleby pXoccssinDoD
●  Ovuksd-ssa pxIlage Of budget
● ~axlwlt
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“ Number of pcop+ trained m kan production tcchniq~
c Number of exi$ing  contracts renegotiated to Ican  emphasis and dollar value

saved

As &ticsl m establishing mcaics is the establisbmcnt of stretch goals for improvd
pcrfonnancc. stretch goslsaleetabbhcd to produce major improvcrncnt and achicvc and

pace world-class performance. They cliffcmntiatc the process focus approach from

: traditional impmvcmcn t methodology. When rcalizd orcvcnpartiaUyaccOmplis~,  q3
Scpsratc winncm * losers. Stretch goals cmge mcati~to meet and/or beat -t in
class benchmarks. They am deliberately set in a manner which pl’dxks attainment by

minor changes and “belt dghming”

F@y, teams, pl’OCCSS  OWZICf.S, and individuals need to bc rewarded based on
achicvcmcnt in making major progress in atudning the vision as documented in the revised
metrics and defined by the stretch goak Old mctics should bc eliminated to ensure
consistent articulation of the viaion and rcwsrdm“ g of behavior that leads to the vision.
Onccagoslis “~ ncw stretch goals need to b cstsblishcd

,

.

.

. .. .
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Defense  Science Board

Summer Study Task Force
Onthe

Edwtn L. B@- Gordon R. En@cxw

ALQlst m 1993
1

Good Morning, Mr. Secretary, ladies and Gentlemen
We are pleased topresent  the rasu!ts  of the Summer Study Task
Foroe on “Defense Manufacturing  Entemrise  Stratemr?  We have
added the word Znterpriseg  to m-ore  atiurately mfl;~ the soope of the
study. We have also adopted a Iogotofurther  emphasize that our
study results will impact abroad spectrum of the ente@se; namely,
Readiness, SupporL Production, Development and Requirements.
In some ways this is a follow-on task force to last Yeats study,
“Engineering in the Manufacturing Prooess.’  EM in most ways, this is a
significant departure. In this study, we are dealing with systemic issues
in the total enterprise and are making recommendatbns  to address
these systemio  issues. In abroad sense we are reoornmending  a break
with the current system and the implementation of a new system based
on the proven principles of lean manufacturing.

,.

.-.

. .

.:
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Terms of Refomnce

l’his Task Foroe shall buiid  upon existing studies to.~ prooesses  for the DoD and ~
~processes for industry. The study should
primarily focus on oreating  a manufacturing strategy that is
in concert with oommerciai  industry-

This Task Forcs shaik
1)

2)

3)

4)

8

Our Terms of Reference (TOR) ara fairly broad but are also
very focused and our study Is fully responsive to the intent of
the TOR. The study has identified the banfers to lean
manufacturing. The study has addressed how to make the
DoD enterprise worfd class, not only in p~ductlon as stated
in the TOR, but across the enterprise. Recommendations
are made to implement fundamentally new manufacturing
policies, practices, and procedures.

It is important to note that while the TOR addresses a
manufacturing strategy, the study has used this terminology
in the broadest sense. Inthk atudy, theterm hnanufacturfn~
applies to thetotal  enterprise, from Othefactoryfhortothe  “
executive suite and from the military operating units to the
Secretary of l)efense.

.
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(Ed BiggerdGordon  England) and I would Him to thank Under
Secrek-y Deutch, Dep@ Under Secretary Praston, ARPA
Director Denman, DSB Chairman i(amins~ and the
members of the summer study task foroe. This includes a
special thanks to our immediate membership, advisors, and
staff, but also to those In the other two task forces who have
added their insight to this crftical  topic which affects us aii.
This was an expert, cIos84M, and highiy-integrated team
that interacted very positively to achieve t~ product of this
study.
Appropriately, our task membership includes OSD, DDR&E,
the Services and industry, many of whom have served in
previous and related task foroes. We intentionally included a
broad spectrum of Govetiment advisors, as these peopie wiil
be the initiai DoD force fhat will acoept and impiement the
new enterprise.

.+

.

U
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I Esrlier  Studies Havo Exhasted This Subject

...and~ to do is MM docummted

4

As you are all aware, a myrfad of valuable studies,
accomplished over the years, have addressed the problems
of defense manufacturing reform and acquishion strategies.
This chart depicts a sampilng of those more recent studies
which have produced well documented recommendations.
Fewof these, however, have been implemented. For
instance:

- Replace miIitaryspeoifkMons with commercial praotice
- Implement concurrent engineering (Le. integrated

produot@wess development)
- Reduce teoh data requirements
- Reduce government infrastructure
- Integrate the civiVmNtary  industdal base

We have elected not to add to these What to do”
recommendations. We recognize that more What to do”
recommendations wouid mereiy add to the burden aiready in
place.

.
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Existing Barriers Have Preven!etd  the
Implementation of Prior Recommendation

1) Porfornmnc04Mmn  Progfam Definibn (%quimrnents~
- Oooolld@W= m8t8mdpoltmllmW

2) M“Based Contm@ng
- ~b~Kcm##aoots  (not mhan)—-~wth  nmfkd-

3) E(pnsive mtd sluggish D9sign
- Fau818mmkqmmd~~~ti~
------wMO19EOQ

4) Risk Avomion Pmcumrnont
- Exm98k0timpwmh et+mudmdw - -m ld8wm8 aMw@4

mrMmnbm@y  &r@xof6duKYmd~

c

in@mantation of prior r9c&nonMions ,Wldto the *lUnW@onofch8ngosto
the qmtom which will mduso oosts md _ m8podvortas.

Word UWl&thst  hm?o -W InajOrbnniers 6 ttn
Succassf mOomrlBnddmrt8:

1.

2

a

4.

wwEfDo#l&~**slr9—9wly~ drtvon “ - thus, there k
rformuwfradoo5&  orfor

dosignctmngaq
~m

~kundIJlybesaJon  -d*goosts,  mthor
$2%%ng  to mduw Co@S (thus - -ght k =nUdemd bettor, won
#&dfhms tpOo@s8@lwU$ly~

DoDd@OpmmM  nowtDk90qU160sm  (fromOOnO@fxthmughfirst
prod@on)  and rssult h kEMBS ~y
rnilit8ry  8peCMUtionS and 8tanddS, the

w. ‘rho U8eof
d dosigrt and

rn9nLlfacMfing,  tho foroing of W.~~kuothofield  before a is prolmn
8nd othor ti hModc DoD pmcUws,  dktlycauss  h@hqoost8ndbrtger
ptimss. Comfsmoty,  rrlqmmilwet ackbgMS  fake too Iongto

The thrust to ifqmlm b boon Owstmdowed by ● MC8ver8e appfo8ch
driven by Ut axwUivo foOus on fruJd Snd *. Ihwocy  S pomteates  the
Onh Ultarprbo  anrloaqs Ugnifiito OOdwMo d@mchng fmm offtcie~
ad offOdkone88 ObfDcwC.

TIM foous must b. shfftod baekto  broadly Impmlng tho ● fficionoy
and Of@cWonou  Ofti toM 8ys!onL
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More What To DOW, No! the Solution

The many recommendations on the subjeot of manufacturing,
acquisition and defense indusbial management have not had
the impact the report drafters intended. Why?
Fundamentally, we believe it can be traced to the lack of a
process, espe- tin the Pentagon, to deal with the
specific recommendations. Leadership did not have an
adequate lever ann to implement the changes proposed.
This Summer Study recommends a different approach. Our
approach suggests %OW to” implement change in the
Defense Manufacturing Enterprise, rather than more What
tom implement
In our judgme~ the enterprise is too focused on products
and programs rather than on management practices that ~

impede change.



This Study Focuses on ~to Implement
a ROVOWOIUUY  Management Approsch for DoD

-~

-r’”

Just as Archimedes, we are suggesting the DEPSECDEF
and USD(A) find a different place to stand. Thatstand is to
implement principles that best capture those practiced by
lean manufacturing organization-. These orjani#ons-~ow
the prfnclples apply not just to manufacturing but to the entire
organization. When Dr. Edwards Deming was first asked to
help Ford Motor Company, Ford wanted to ask Mm about
what to do...technlcal specifics. Demlng wanted totalk about
management, about people...how  change would occur. That
is what this report is about - how to insert a mntinuous
improvement, process-orfented  culture into the Pentagon and
the entire Defense Manufacturing Enterprise.

. . .

.A

.-... . ..
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Defense Manufacturing Enterprke

o

In this study, the Defense Manufacturing Enterprise is defined to
include all activities required forfome  moderniza~  material
readiness, and support This spans both DoD and the Industrial bse.
It does not include the Congrws and ExecWve Branch 8ithOU@l the
report does recognize those interfaces and inckies those intetiaces in
some of the recomfnendatiOn&
Ihe process improvement focus being promoted* this study is
IIPj)bbk to the entire enterprise lnduding p~es within DoD,
those utilized by the industrial base (pubiic and private), and also the
interface between DoD and the industrial base.

In our judgment, improvements oannot be Implemented on a piecemeal
basis. Rather, a holistic approach needs to be adopted. Forexampie,
commercial procurement wiil not lx achievable unless the current
procurement Nles, regulations, oversight, andaudit  changed. For this
reason, our study encompasses the totai enteqxise.

:,

,. -,

The desired outcome &a much more efficient Defense Manufacturing
Enterprise that can continue to provide technological superiority at an
affordable price.



. Whatiaa
Lean Manufacturing Enterprise?

Am~~c~~*~  -
entke enterprise employs ~
FOCMWMI  metrics and stretch goals throughout
the full produot  life cycle to achieve world class
quality, cost, sohedule, and product performance.

Lean manufacturing stresses a w on mocess
lnmmvement  that tincompasses, in an ifiegmted manner, the
entire enteptis+from executive sufte to the factory floor—
and the enthpmduct Me @e-from customer requirement
determination, through research and development to

,- product suppoft and phaseout
L

This system is slow In being ~mgnlzed  as diffennt  by many
organizations because It employs well-knoym principles such
as benchmarking, mntinuous  improvemen~ employee
involveme~ concurrent englneedng, Customer focus, and
many others. The difference is a rigid adherence to total and
coordinated application of those principles.

Lean manufacturing was first introduced in Japan Recent
successful introduction of Its elements by several
manufacturers in America make It clear that It is not
dependent on Japanese cultural environment for success.

G-9



Process: An Ordered Se! of Tasks to
Accomplish an Objec!ive

--*

J-
-L

.T
-_ll&

a.

I
-’

. . .

.n

n

Our use of the tam ‘brocees” refers to an ordered se! of tasks. usualk
followed sequentially;  to accomplish en objec!ive ( every ac!ivhy *  -

the factofy  floor to the executhm ). Theob)ectiveof asub is a prooesa
process is a wide variety of outputs the! are sometimes tangible and
sometimes simply @a!emen& Ihe act of becoming *recess focused”
means tha! an organization conoen&a@s Its energies tmard improving
its processes as a means of improving tts products rather  than
concentrating only on the produc!  hsefL

The processes utilized by the DoD areeveryblt  as applicable to a
process focus as am fhe ind@y axamples  shown on fhe facing page
except they exlend from fhe operatbnal  faces to fhe DoD leadership.

The critical element in a process sequence is the understanding that all
processes flow from the Vision, Strategy, and Implementation process J
established by the senior executive and his leadership team. For
e%ample,  If the axecuwe won istoautmate facmy operations then
fhe composite lay-up process will be entkaly dlfferant versus a vision to
reduce cost by outsourcing  to the merchant - -

G1O



Lean M&wfacturing Procees Improved Flow

m

11
b

The first step in the introduction of Process imwovement  k to identti
critical protisses and assign owrwship.  Thb should be acoompliihed
by the Leadership team of the enterprise. The owner ischargedwlth the
responsibility of continuous improvement of the process by adhering to
the following _
~ of- Wine the prooess steps that are ourrently being
done

by understanding, knowiedge,  and commit-
ment to users and participants
~d FIOW Define task structure, their interrelationship, input
and output oriteria
M/4 ~ Establishment of common measurements of
success and clear respondbility for achieving them-w we ~

An~rs  the question-M your customer
kllOW~U  did this, . .
~ would he be wilkgto pay for It?

are redefined and reallocated

By focusing on process improvement management gains maximum
ieverage in implementing ohange across all programs and activities
‘l’his process improvement flow has been implemented very
successfully across abroad range of enteqxises.

G-11
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Key Chamcterktks  of Lean Enterprises

~ ~wRh-*--

Visbnandstmtogkph

Worid class-bench mwk - companies exhibit a set of
characteristics that describe what they look like. These
6haractertstics area mmbination of a~utes  and methods.
- The greatest leverage can be obtainedfmm being

~roc~ focused with metrics and stretch goals
- To accompiishan affordable solution, the manufacturing

process must demonstrate mntrolled, understood and
proven characteristics.

Key emphasis is placed on eliminating non-value-added
activities, focusing on and contmiiing processes, developing
long-term partnerships, empowering teams, and integrating
product andprocess developmentne companies did not
achieve success ovemigh+lttook  strong leadership and a
robust strategic pian to move them to improved performance.
These characteristics are evident at all levels of the
enterprise. They work in mncert to achieve wortd-ciass
performance.

.
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Measured Benefits of lean Manufacturing

loot

L8WUM

m

A study completed in 1989 by the MiT Center for Technology, Polioy,  and
Industrial Development through the International Motor Vehicle Program
documented some of the oh#tioteristics  and dramatic benefits achievable
through lean manufacturing. The resulting book, ~
- summa*es tie study and shows in fact that the process foous and
teaming structure ofaiean enterprise works. Otherorganizations  have
implemented these same prinoipies of lean manufacturing and have
validated that these princ”pies  oan be transferred.
Some key findings of the study are of particular interest to DoD while
“rightSizing” and striving to maintain readiness goak

DOS@l dfOft in tOfmS Of tiSOhJtO manhours were reduoed by 45%
whiie taking 1J3 fhe time to oomplete the design. Empowerment of
the team leads to less oversight and overhead in the corporate
structure.
Assembly labor hours pervehicie  was 1/3 less, with fiexibilityfrom
cross training refkted in the fact that there are approximately 80%
fewer job ciassiiioatiorm With fewer andempowered peopie, and
using flexible job structures, defeots were reduoed by almost 30%.
Reductions in inventow rmssibie  with lean manufacturim  orovide
substantial opportunity%rthe  DoD iogkks system. Lefi producers
reduced inventory on hand by an order of magnitude. In addition, the
number of suppliers were reduoed  by Z3 of traditional levels which
signifioantiy  reduced material overhead oosk

~ bottom line is a significant and proven potential to lower cost, improve
quality, compress qmie time, and better performance.

G13



Excuses Organization offer

● WVe”re Already Doing ThW
... .

●  We’re Differen~

● Wutside of My mr

● leadership is Too Busy

u
L

There are a myriad of excuses organizaths use to avoid the ohange
process. One often used exouse is WeBra already doing this”. This
type of oomment often is made* an organbhn that has not oome to
grips with their real Oom@thm positim Many targeoorporations have
reoeived  considerable publicity moently  for not addressing their
deteriorating oompetitivenes& In aome z boards of @rectors have
forced change.

A second common excuse b~e’~ differew. The American
automobile industry continued to use this argument long after loss of
market share to lean producers was appamnL This study membership
firmly beWves that all enterprkee can adopt lean man~9=

Along-standing excuse k to refer to outside influences as a major
barrier. This leads to the thinking that the entire scope of.lhe ohange .
prooess &s ‘outside of myoontror. For example, the outside influenoe
of the media and its possible misinterpretation oan be used as an
exouse to avoid risk Ihere oan ako be the fear that %omebody in
Congress will investigate if we by:

Uadership  is too busy: It always has been and alwayswlll be an
issue as leadership time is valuabk The queatia is, where ehould
valuable time be spenL In our view, the answer is’on the most valuable
part of the enterprise-namely on the enterprise% ~
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DoD Is Different

“. Tho Big Is%ws am Tho8e mat Othm Hmm  Fad Dwn

.

.*
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One Key Difference: Civil Service Personnel

~
~ p0r80nnol  In Uu9 that * na m Valw

- BwdanB mtonly ~ w m L ~ - -

- --~mductbn8•m pouua,yuwulhtk
- cM1901Vks-m ~-*w*~dgllt~toulo

G-16



. .

Bright Spots

elJ”A “A -%

w
- . . . .

a@sition of ● wonpon *on
.

~k ssofioS d bainhg and OduCah
briefs to encoumgefonn@lon“ of haegmhd dWobplmn!W8nB.

.
~ 8ddms88s ddome 8cqMion as ● Ooherwlt 8yste~
includlng  improved 8oquwon  hws.

. . .~, nmndatd h Sedion  809 of Pubiic law 101-510
Wthcmzos  DOD to *to pmgrafm aspik#sto Mmiv080hc19d
imprcfw the Acquisition pmoo8s and M&qui8Mn19fonlL

- -  mgtiofy tuies t o

*~~-8-80ufce,  long-term
Con!mck Ona oo@omto128siB  wEhnmjor8@iom.

. ddiMsthe800peuld meJthodto
~prooo8sbywhichDoD 8houldacquim goods and80rviws.

. . . ● joint initiative

~~
Which Mudes DoDand .
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Ingredients for Chango

● A Crisia ~ E&ts-pdhy
. .-“.

● A Mechanism ~ ourstu@ .
.,

● Leadership ~ Yourtisk

n

..,,

until Ieadem”hip and lhe entire o~believes a crisis
exists. if the entire organization does not believe the cfisis is
real, then it’s ieademhip’s responsibility to ciearfy
communicate the reality of the *Is environmem  We h
the crisis is real, as the foliowing chatiwiii @IOw.

Leadership must also communicate a vision of where tt must
90. ●  . to iead. Weyvecreated astrawman vision, but it’s only
that... a surrogate forth real vision which must be created
by the DoD ieademhip team. The Leadership team must also
decide what mechanisms, strategies, goals, and measums it
wiii adopt to drive toward the attainment of the vision. Once .
again we offer an approach. What we cannot do is substitute
forieadership.  Thatmust comefrom the Secretary and Y
Undersecretary. They must form, with other keypiayem . . .
the stakehoiders . . . a leadership team to insert continuous
improvement - a process focus into the Defense
Manufacturing Enterprise. .

.
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The current crisis  is Real
(and Needs to be Acce@ed Throughout the Enterprise

lm. BU%%*
Modomtx81bn kbolng i80p8fdJzod
byld-dglotmlhigh

: #

1 “i

Lun Iw8bnnk
Ooluuontor  onwr$

•s~~ d - ~
N

● art8ckt&9d -

● -on sUUkl(~)
o
w a 9
●  m -

lo J

As the DoD budget continues to decline, the procurement budget has
sustained the most drastic redudiom  This is the result of the other
major elements of the budget  (miiitary personnel, O&M, RDT&iE)  having
a much lower reduotion. M a fesut the annual replacement rate of
military hardware has been draStiOdiy dud tO 1-2%. This wiii
ciearty  impact future readiness shoe it would take 50 years to repiaoe
the inventory at a2% rate with the average age of equipment being 25
years. Anotherfactor  which adversely affects what oan be
accomplished with the procurement budget is that a greater portion of
the budget is devoted to adrrdnktmtive  and support costs. This is a
result  of faiiing to reduce  the adminktratiw  oversight and regulations,
which drive fixed costs in proportion to the total budget reductiom

As private industry ● ncounters such crisis situati&s, drastic actions are
taken to suwive.  The most oommon approach and the most sucoessfui
approach has been to adopt the “ban manufacturin~ philosophy. An
assessment is made of resouroe  Wiization and a reaiiooation of assets
(rnciuding dkpositiono  fassets) isacriticaleiement  itisimperativeto
avoid a continually increashg  overhead burden rate or the operation
will cease to beviabie.  F- oosts am aggresshreiy attacked with an
attempt to move as many costs as possibie  to variable costs.

identifying and eliminating non-value-added oost by empowering crose-
functional teams that clearly understand that survival  is at stake k a
common soiution. These team$ identify Processes that need
improvement, map the processes, identify  non-value-added tasks, and
recommend changes to irnpruwe the operatiom

.

●
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Strawman V&ion

Change the spirit of defense acquisition from one of
mistrust and risk aversion to confidence in the totai
enterprise and turn from an inward looking system
to one that fully utiikes the total strength of industry,
and where processes are continuou$iy  improved to
raduce  cost and hpfOW @OMW=  80 that U.S.
Armed Forces are trained, a@pp@ ad x *
defeat existing or potentiai thfaaW

I 98

A VMon is necessary to establish the broad, general
direotion that the enteqxise will pursue.

The 1993 Lean Manufaoturirm  DSB StudY GrouP has
provided the strawman vision t6 hwlioate *t one-is needed
and to provide a guide. We am now oonvinced that a
relatively short and oonoise  vision statement oan be written to
encompass the total entepffse.

Our recommendation is that DEPSECDEF initiate a
process to develop a -which k owned and endorsed by
himseif and by his leadership team.

The vision should be used to guide the development of
focused strategies necessaryto aohleve near- and Iong-term ,
goa!s.
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Challenge la To Change the
Enterprise Management Attributes

m

Industty axperiona  Ckafly shows Ua8tti bosttmhniqw forctmnging Ontotpf’ise  St!tbutos  k
prOcess fouls. muwghthi8-tho Ddol’mo Entofpfisoculbag klto Undeqpa
8i9nkant  culluml tmMom@m TM Vk”m needs to tmnswon  m from b CIJmwll position

r
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‘HOW TO” Recommendations

1. Create and communicate the vision

2. M@t~w*~  ooo~dthe
industrial base

3. Create a change agent to implement the process focus.
4. Drive change through aprio~kedaet  of actions

5. Recognize and reward the ~rocess progress-teams &
individuals

6. lnvoive o&rstakehoiders  (iike Congress) in
formulation of DoD strategy

n

To make the necessaw charm to a lean DoD Manufaoturirm  Entemrise,
the leadership shou~ pro&d as foiiow

.

1. State and communicate the vision of the ban Manufacturing Ente@se
at aii levels of the DoD. Unless Ws is done, and reinforced on a frequent
basis, the power of the vision will be weakened and pedtaps iosL

~ J@muQGOwQw within DoD and with the Induatdai Base. This wiii
remove the ourre~ iimiting  foous on pmgmms  and pmducW It wiii foster
a view of acquisition Ui@ies as being part of ● prooeas and amenable
to streamlining and beneficial changa

3. Create an agent of change to inmkment the moess foous, we reoorn-
mend that b-e Aquisti Poi~-and lndu~l Base Prooess Team be
the major instrument of the DoD leadership to bring about the desired
changes. !ts authoritywiii  be DoD - wide in all matters affeoting
acquisition. ttm moreover, be a guiding aganoy in managing the
inevitable right-sizing of the industdai  k

4. Charter the agant of change to * that chage by means of a rational,
prioritized S@ Of U!bt& ?heSe aCtiOnS may OtiiMt9 h the team itsetf,
or in those D@ agendas best ebb to ident& ti bnpiementthem,  . I
under team guidanoe.  We later raoommend four priodtked aotions.

5. To faoiiitate the p~ Of change (which lies Uaimatety  with individuals)
the leadership should htitute a program of rewardlraoognition  for the
“islands” of the enterprise that are Implementing lean Inanl#awrin&
This wili send a dear message to other orgmkwm in the anterprisa.

6. To harmonke the p-se of right-sizing and _:ining, to the tient
possible the leadership should invoke other atkehoide~  such as the
Congress in formulating DoD acquisition ebategy.
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How to lni@ate  the Process Improvement FoctJs

.-———

●

●

●

●

●

●

●

●

To rnlizetkldpowordt hisvismtk  DEPSECDEF,  wlththo  “oomUmOetiadviwof
Congressional, EWCuthm,  and nlMary loaders snd the CEOS of bmhnnrk OmpOniq,
Add .stabGsh ~ hnplementing  acocutivoetopm  Its ohwtorwould  be to ensure  @mm@
dfective qpMlon of h ~ for aOqlMmnpoi@8ndthe  &xMMb8so.  ‘d’

Wo Suggest* tam bo mnwd ttN AEquMon“  P06qUld MusMal Base Prowss To8m
Add i@uda: @w USD(A) as loader, mpmsenting the ontin
Entapnw; tk Vi C- J~. toonsymfirrntios  to the mers

andthebdc
~+mA”A”.f!x?$%=a*AE””

sewice actions; ho PDUSD(A) * ● - wnsistd action ill all Imjor pmgmlll actkhks.
The team dlolddbo ~ . ~ a - X - -“ will dapond ~~
Uoas doctad. A8amininuun
base &slIes  (p@lk & pdmta), * AsD
top@C@teinxnti  Inetotilno.  Thou~ r - . & ” = ) % w -) ~, h m, mvotve other staff obments.

Participdon dtk Somtd8td@s*thkwsy  woukl stmn@wn  theb in@ementing.~, inthtthoy WWldbo mpms@lgthDomdk@ad XOfthataam
To~-v m “  ,lhoDoDshau!destab&hsoctor~~~
~~from=~btidomm. ~task umuIdboto ass@
~---omw= MwhSunng Entelpriw
FiNlty, m tam dmuld kVMC&ml Cpnor, dwobpod by h USD(A) widthe DoD
I08dership. This wil101161Jm mnus@ruhsisforac@m  Auaggesteddmttohgrtw
h8s bwri Pr8Pmd by*Tuk Folw 8nd k pr8sontd Ma
Other prooass tam Ml bofunmdb addrou the SpOcFlcpfiDr&d  topics khtifii by the
AcqlJiSMl ~and Ind@rial  Base ~ Tum
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Acquisition PoIicy  and Industrial Base
Process Team is the Change Agent

●  Chaftm
=&n m~ PIU=UOS* pmdua mdstdad h&8trid b pJ8nB  Uldlltdrbnplunumbn

● Process Actions
- ~ti~ - UltoI@w ~
- Ea8whllrn9trbs*~~
- ~ lrw~lor~ 8Jd&ldwUb

~ ~ -
- Provldolor~ 8ndtmhhgt0 ~thocUlllw@ch8ngo
- mRlablmk9  m Intogmti  ~~ ~

(IPPD)
● Crea!e integrated WDOSSS teams to address the crisis

issues for high payoff

M

.

Emu#z12: aouwo dthouabdnmwdudstourbbd  ur=duld T- powws, ● ncmp8uhg tho
● irs DoD ~ui,ttion conmMIv. TMctwrtorslmddba kuod~  DE SECDEF.
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High Pay-Off Crisis Araas to bs Addrassed

7he DoD ow.rtwxi  on the ken ~“ ● nterpfke Un be reduced in 8everal  key -.
Modem oat aooounting  pdnc@es  I&o Activhy Basod Costing (ABC) should be used to identify
● nd quantify Overhud d An non=v81w-sddOd  fumlbnS should be Menwi  and OIHnlned, or
signifkuntly reduwd8ndthe  uBeofprooa8srnetncB“ hlieuof produd inspedions m improve
product qlmrity  and pelfommnoo- Mducingovomight  r9quiromonL The DoD 8holdd OstaMbh
8 Mtiond prOoOss, indudii Inetlks Wld 8trotch  gmls, fordomwngfho WDacquisition
Woddorw,  80 that tho romdnhlg  Poop& Ml b the bod qu81ifii  for aasO@ngtho  now Plw08s&

DoD must posture its acqddbn  pegmm  and pmoess  to WIhate  ● mtionsl
deferwe Hl@nal“ suppiiorimso.  llwfir8t  8tapbb&Mtifytho nWnwn#z
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Sanity Check

m

This study identifies fourhigh payoff areas forlmmediate .
attention. This study also r6view6d the suggestions of eaflier
studies and evaluated those earlier suggestions relative to
these fourfindings. Manyofthe findings from eariier studies
map into the four high payoff areas of this study and show
high correlation between ptir study suggestions and the high
payoff areas identified by the task force.
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I Growing Nationalization of the Defense Industry

c W94 Def6nse  Authorization Biiis
- &WArmod Sofvk@s-*O%h  OOP#
- l’blmO Annod sondmO--lOm6bl  Oq$aW

1. ● W87 to FY94, Defense Industry manpower down 320%,
miiitary down 250A, civii senfice down 19%

I Solution: Commission  on Rational Downdzing  of
~ E@lHwU ~~ ~em~

● Similar to base closure commission
● Objective being privatization, wherever appropriate
● Covem depots, arsenals, labs, SW

i 81

As the defense budget has been shrinking, the private sector of the defense
industry (R&D, production, and support) has been shrinking much faster than
the pubiic sector, with the result that there is a significant shift takrng place
toward the pubiic sector.

While members of both the executive and legislative branches give speeches
on capitalism vs sociaiism, they are passing laws and taking actions that are
contrary to a free market system. For example, in the W 94 Armed Services
Bills, both the House and the Senate have proposed that between W% and
100% of “aii work that can be done in a depot must be done in a dep&
(ratherthan in private sectorpiants).  Similarly, actuai reductions in defense
industry manpower have been significantly higher than the cuts in the civil
service workforce  in the pubiic sector (38% vs 19%).

To address this problem, the DoD must immediately initiate a serious effont  to
“right-size” the defense industrial base- including the pubiic sector. For
example, in the depot area, this would include downsizing and consolidating,
shiits from the public sector to the private on some current systems, and
plans to have most future systems supported on a ~basis (m the
private sector). Simiiarstepswiiibe  required in each area of the industrial
base (R&D, production, and support). ..
However, solving this ptihm, as was the case with the needed base
closures, is so poiiticaiiy  volatile that it cannot be sufficient to have it
addressed by the DoD, or even by the Congress, on a cas-by-case basis.
Thus, an overaii commission on rationai  downsizing of the H Sew of
the Defense Industry is recommended. It would operate in a fashion similar
to the Base CIOSUm Commission and address the overall pubiic sector of the
defense industfy (depots, arsenals. labs, FFRDCS, etc.). lhe guidance
provided to the Commission Wouid be to utilize the private sector wherever
possible.
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In Our Judgment,
Trust and Accountability Cen Be Meinteined
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lean Manufacturing Suggestions for Immediate
Implementation in On-Going Programs/Facilities

,0. . . mOWS.  th8r8 ti~ m w~=
-W-

1. Reduce technical data requirements
2. Ado@ Wmkey approach ”forlife  oycle support

3. Deploy integrated producVp-= development
4. Replace obsoiete/costly  spec~titiof5 e.g.,
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Use ~our) Metrics !0 hkasum  SUCC9aS

● Candidate metrics to measure against recommendations
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● Candidate metrics to measure heafth of the Enterprise
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Also, Stati - the Enterprise
. . . like Readiness
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arm program ~  of
.~ however, it does provide a means to quiokly implement this

approach within the enterprise.

The process improvement focus as described earlier in this briefing
applies to all processes extending from the operational forces through
DoD leadership. Taking advantage of this feature provides the
oppcrtunfty to establish ● ~eadiness” as a plaoe to start - the
system to implement the methodology and gain indepth understanding
of the magnitude of the benefits aohieved Other initiatives within th
enterprise can be started in parallel with the top level action under the
direct Leadership of the DEPSECDEF. Our recommendations
presented thus far oenter upon developing a DoD vision with goals, the
establishment of integrated prooess teams, and the deployment of the
process improvement approach ttisracommended  that this
methodology be applied diractly to the &sue of readiness and other
issues within the enterprise.
Relat”n to this specific inltiat”hw, it is suggested that the JLC be tasked
to implement a program focused on the overall spares procurement and
deployment activity. me pm@ess  Should startby identifying initial and
sustainment spares and extend through the procurement tasl& supply to
operational units, mpti, and Mu$MsI base considerations. 7he
program should identify the PmeSS owner, produce a detailed prooessL map, identify barriers to achieve goal, develop a lean process map
based on the ramoval of non-value-added tasks and process redesigti
streamlining, identify metrics, ~d r-ly, measure the magnitude of
benefits derived from W P-SS improvement focus. interim and final
results should be provided as feedbaok to DEP~~DEF and the
Acquisition Pokyand Industrial Base Process .
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Likely Costs and Benefits

Bmdlta

s
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#o ‘a ‘s ‘s

Implementation of the proposed ohange  will be neither easy nor fast
However, the payoff will be e%treme~ slgnif~ Aftera 5-year
implementation peri@ the effioienoy gains will be in the 10s of biiilona
of doUars  annually. ~re will be a dramatio improvement in the time to
field new weapons, in th. qualify of the waapon& and h their
petiormance.  Amerioa will have a more efiectivefightlng  forw - even
w&h the reduoed budgets-as measured h terms of readiness,
modernization, ease of operath and mahtenance, and state-of-the-art
equipment And there will be a broader, more responsive, and more
competitive defense industrial base - largely Integrated with the civilian
sector, and capable of surges h production (for orkis demands).

However, as has been found h equivalent industrial restructuring, there
may be a one-time restructuring cost (in resouroes,  leadership energy,
poiiticd CBPitd  - but tiis COUid be pOSitiVB).

A S@fl_ pOftiOfI Of ti N!qUifBd  ChUlgeS  (pB~S q to =%) Can
be aoMeved within  the DoD itse!f, but even three will require
considerable Congressional suppo~ For the re@ CongmsS must be a
signtiicant  partici~ by removing the current legislative barriers.
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Why Will This Succeed
When Prior Initiates Have Failed?

● Greater re&nition  of need

. Process focus has a track record of success

● leadership focused on improvement and understands
the value of team approach

. Pockets of success provide an opportunity for
expansion, rather than a stark beginning

c Congress should respond poshively  M tfeated as a
customer

● Consistent with ViiPresident’s National Performance
Reveiw

m

lhis is an ambitious and farreschbg initiatti. l’his magnitude of
change in direction and management approach will surely face
significant resistance and opposition in spite of the high potential
benefits. We believe that this is the opportune time to initiate such a
change.

First of all, the budget crisis is well known across the enterprise. Its
associated impact and projected impact on replacement rate and
industrial base could become devastating over a few years if the
historical approaoh  continues, i.e. high leverage inItWvas  are not
implemented

This lean manufacturing process improvement apprmch  has gained
wide recognition in industry and within many segments of DoD. It has
proven to yield benefits beyond expectdions in most areas that have
committed themselves to adopt the process. leveraging these exciting
beginnings across the entqxiee accelerates the payoff when the
leadership encourages end builds on the pookets of sucoass.

The new DoD leadership has clearly expressed an intent to initiate
change, eliminate non-value-added CO* and support new initiatives
directed towati teamwork and  hpmed  effectiveness.

We also believe that involving Congress in the process and treating
Congress as a customers vltaltofhe  success of the approach. It is
also likely that they would SUPPOfl UW initiative shoe k helps address a
major dilemma - namely, avoiding a mllow fo~ in the face of a
continually declining bud-

Finally, this MkMhfe b consistent with the recently released National
Performance Review and offers an opportunity to be a major part of the
DoD effort to implement  Review  recommendations.

. .

.
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l’hwe is a Down Side Risk

What If this doesn’t work?
- pfogmmonotlln~m-~~
- Puwn911ad  m~g an bo ~
- PO-M~ “-.-

Risk can be minimized . . . . . imsons learned.
- Qot8pomornla@potldnEalH8
- ~-~-~
- Bumtunumtroachdown  Moaf@wtbn
- Educ8tDalM~
- hdudDdntodfBplko  cbwtoyell
- Pf@oalslcmma

m

If this process effort does not achieve desirad  results, it should not have
a detrimental effect on oost, quality, time, or technioal function on
existing pmgrame, Programs will maintain opwaths for two or three
years, despite external acthdtk Rather, the failure to aohieve desired
results will be seen as another Wortive attempt’ at change and
commands that had moved forward in the prooess ohanges wUI baok
pedal. Some oommittad commands mayoontinue with reduced
Visibility.

The major loss will be lost Ieaderahipg on the part of management with
subsequent less ability to bring about futura ohange. The organization
will have a dMioult t&ne aooe@ng new Mae from leaders who have to
back away from commitments to change. In addftion, there could be
lost oppottunlty  forthe leadership. After all, the leadership time oould
be spent on other aotWMes  that could otherwise provide benefits. .

This risk can best be minimized by caraful aelaotion of Mtial programs
and organizations and an arnphasis on eduoation  and communications,
espacidy with ragard  to keeping sl@Os &wOhrOd at - beginning and
Ulroughout  the prooes&~ ~es  iflOhJ* building in
O~l!lfl&itiOftS that h *t@ started -tad SffOIts, build~ teams
Suooessfuuy down through the hierarchy, and prOM@lg risk-takers as
muoh as possible.
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YOU Should:

4 Conceritrate onthe fulcrum (process) toget
maximum leverage

~ =lkh~urkademhpmam~dvkti

4 Impact existing programs

~ Measure andeverything  elsewfllfollow

~ “Shypemonal~en~wd~d~*~_  the
process

~ Gethelp

Mating this succeed could be the difference in
having a ready force and a vltile induabial base.

u
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7he Term ‘Enterprise” was Carefully Chosen
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-R

> ADPA -

ARPA

Am=)

BMP

BRAC

C31

Csxs

DAB

DDP

DDR&E
. .

D@ocDef

‘r DFARS

DLA
?
:’.

DFRB

DSB

Activity Based Costing

Air combat Comma@ Dhe4tor  of W@mwnts

~~-~~“ “on

Ac@ithm policy and Indumial  Base

Mvanccd RescamhProjcctsAgcncy
.Asustant  Sccmary  o f -
.

~-ofIX&me for Economic security

Best Wn@cmng  Pr=@X$. .

Base Rcalignmcat And Closure

Commad,  CoruroL Commlmicatl“Ons md Irltclligcncc

Chkfkaaltive OfEca

Ckntcr for Stnucgic ad Mmatiod Studies

A@sitimBoard

- Contmct A u d i t  Agmcy

-  Comxacthfmlaganm tcommand
.Dlmctor, Dcfmsc Prmmmmt

-~ forltrsmmhandhgindag

- Secl=y of ~

DcfenscFc&ral A@sitbnRcguMion  sttppkmCAt
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Flcxii Computer In&grated Manufacturing

f-y fuhded rl=arch and -@vciopmcnt center. .
fairmadrctwluc

FRv fidr rental value

FY fkaiyar
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HAsc House Am@ Scmiccs committee

HQ

IDA Instimw  forlkfm Analyses

IG m==-
IPP intcgntmd p r o d t K # -

.
integrated poduct d prOccss  dmlopmmt

Iso . .Orgmnmm  fw Stan(kiizaion
J c s Joint Gilicfkof staff

Joint kgistics Commm&s

NAS ●

NatuxudAcadanyof *

NRc NarimaI~couM

of5ceoftbAssismnt sccrmryofDc@Mc
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PDUSD(A)
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USA
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